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EDITORIAL 


As We See It 


We should understand anti-United States feel- 
ing—which evidently is not confined to Latin 
America—much better if we were to give a little 
quiet thought to certain fundamentals. There are 
doubtless numerous minor matters, diplomatic 
blunders, and the like which serve to aggravate 
a situation which has a far more fundamenta! 
origin and wherever these arise or exist they 
should, of course, be eliminated. We should, how- 
ever. be making a serious blunder to permit these 
relative trivia to obscure the more basic causes 
of the state of affairs we all must deplore. His- 
torically speaking, we were isolationists and 
proud of it until relatively recently. We, there- 
fore. are new to this game of international poli- 
tics. We doubtless at times appear naive and inept 
to these older countries which have been at it 
for centuries—and possibly we deserve the con- 
tempt in which they sometimes hold us. 





The fact is. though, that we find ourselves in 
an international position which is as new to the 
world politicians of yesterday as it is to us. Prob- 
ably it is in some respects quite unique in history. 
We are a creditor nation before our time. Such 
a description of our status at present is, how- 
ever, a gross over-simplification. For a good many 
years prior to the outbreak of World War I we 
had been repaying the debts we incurred in the 
early development of the nation, and one might 
possibly have looked forward to the day when 
we would gradually assume the status of a credi- 
tor nation along side of such countries as Britain 


Continued on page 30 

















We Cannot Take Chances 
With the Business Slump 


y HENRY C. ALEXANDER* 
Chairman, J. P. Morgan & Co., Inc., New York City 


J. P. Morgan banker states world’s struggle makes it 
imperatively. necessary that we: (1) quickly cure the 
recession by an immediate across-the-board $5 billion 
tax cut; (2) cease our economic warfare with our friends 
and allies; and (3) not interfere with military and 
government job of creating unrivalled strength and readi- 
ness. Mr. Alexander, in yielding to no one his dread of 
inflation, asserts our immediate problem now is not infla- 
tion, but deflation, and that we must stop fighting the 
wrong enemy today. Makes clear we must determinedly 
reverse tax and budgetary policies, to defend our dollar, 
“as soon as the patient is well,” and warns that a 
Spartan determination to expiate the sins of a boom may 
induce a depression. 


Peace and prosperity have always been the primary 
aims of the American people. But these aims have never 
seemed to be fully realized. They 
are never secure and certain. Al- 
ways they threaten to move away 
from our firm grasp. When my late 
partner, Mr. Thomas W. Lamont, ad- 
dressed the Bond Club in 1919, he 
had just returned from participating 
in the Paris Peace Conference after 
the first World War. He spoke brief- 
ly about the problem of restoration 
in war-torn Europe, he emphasized 
the need for training and educating 
young men to handle the great tasks 
that lay ahead both at home and 
abroad, and then he spoke of Amer- 
ica’s opportunity to serve the world 
and thereby best serve our own 
land in its search for peace and 
prosperity. He closed his remarks in these words: 

“America must be first in generous thought and in 


Continued on page 37 


*An address by Mr. Alexander before the Bond Club of New York, 
New York City, May 16, 1958. 


Henry C. Alexander 
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Economic Recovery Rests in 
Hands of Business and Labor 


By HON. DWIGHT D. EISENIIOWER* 
President of the United States 


Business and laber are’ pointedly asked by President 
Eisenhower to take without hesitation proper decisions, 
involving price cuts, capital-inventory spending and the 
foregoing of wage increases, to promote vigorous upturn 
and renew economic growth. President points out: 
(1) the economic decline is slowing down, with much 
of the adjustment having occurred; (2) extent and limi- 
tations of Governmental anti-recession action; and (3) 
bi-partisan tax decision will be taken shortly. Recalls 
conditions of last recession and conservative forecast 
made then of $500 billion economy in ten years, and 
charges that the test ahead is “not one of surmounting 
our problems — but one of rising to our opportunities.” 


I find my position here a refreshing and somewhat 
novel one. For some months now we in the government 
have spent a large part of our wak- 
ing hours acting on proposals by pri- 
vate citizens on what the govern- 
ment could do about the business 
downturn. 

Now this group of private busi- 
ness leaders has invited some of us 
from government to suggest to busi- 
nessmen what they could be doing 
about the downturn. Needless to say, 
this is a welcome turning of thetables. 

I begin by reminding ourselves of 
one simple, ineseapable fact: 

America is not going to stand still. 
America is going to grow—and grow 
and grow. 

The question that faces us today is 
not whether America is going to con- 
tinue to grow and make progress, but how quickly our 
economy is going to resume its full and healthy advance. 


Continued on page 26 





Pres. Eisenhower 





*An address by the President, delivered at the Economic Mobiliza- 
tion Conference conducted by the American Management Associa- 
tion, New York City, May 20, 1958. 
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The Security I Like Best 


A continuous forum in which, each week, a different group of experts 
im the investment and advisory field from all sections of the country 


participate and give their reasons 


for favoring a particular security. 


(The articles contained in this forum are not intended to be, nor 
are they to be regarded, as an offer to sell the securities discussed.) 


ROBERT H. HUFF 
President, Robert H. Huff & Co. 
Los Angeles, Calif. 
Nationwide Corp. Class A 


Nationwide Corporation Class A 
continues to be the security I like 
best because it continues to of- 
fer, at low cost, the most unusual 
combination of investment values 
in the insurance stock field. 


What most investors overlook in 
Nationwide Corporation is its key 
position in one of the biggest in- 
surance operations in the country. 
It is affiliated with, and more than 
70°%% owned by the two fabulous 
Nationwide Mutuals. And it, in 
turn, owns 99% of Nationwide 
Life, 93° of National Casualty, 
51% of Northwestern National 
Life, 51% of Michigan Life, and 
one-third of North American Ac- 
cident. Last year these companies 
collectively wrote nearly $190,- 
000,000 of accident and health and 
fire-casualty premiums; and at the 
year-end, had assets totaling 
$700,000,000, and $3,380,000,000 of 
life insurance in force. 


Thus the investor who buys 
Nationwide A immediately ob- 
tains a strong and balanced inter- 
est in the two most profitable, and 
most rapidly-growing segments of 
the insurance industry: life, and 
accident and health. And his part- 
ners in the enterprise are two of 
the most successful companies in 
the industry. 


At prevailing markets, the cost 
of this interest is quite surprising. 
First, because Nationwide A may 
be purchased at a substantial dis- 
count from its equity value, and 
on a low price-earnings basis. And 
second, because the investor can 
buy his interest at a price actually 
lower than that paid by the two 
Mutuals for their 7112% interest. 
And it Nationwide A offered no 
more than “holding company” 
values, it would be a most attrac- 
tive investment at this time. 


But when two important insur- 
ance companies use a major por- 
tion of their net worth to purchase 
more than 70% of Nationwide 
Corporation’s $60,000,000 net 
worth, it is obvious that the cor- 
poration must offer much more 
than holding company values. 
There must be additional, and 
very important reasons for their 
confidence in its future; so what 
are these reasons? 


Basically there are two: the cor- 
poration’s management, one of the 
finest the industry has ever 
known; and its charter powers, 
which make it the most flexible, 
and potentially the most profitable 
corporate investment ever created 
in the insurance world. 


For a clue to what Nationwide 
Corporation’s management may do 
in the future, let us briefly review 
what it has done in the past. Op- 
erating in only 13 States; on only 
$35,000 of borrowed money, long 
since repaid; and since 1926, only 
yesterday in the insurance busi- 
ness; it has built Nationwide 
Mutual into the industry’s fourth- 
largest writer of automobile in- 
surance, and its 21st largest writer 
of total fire-casualty premiums; 
Nationwide Mutual Fire into one 
of the most dependable money- 
makers in the property insurance 
field; and Nationwide Life into 
one of only five companies in life 
insurance history to achieve 
$1,000,000,000 of insurance in force 
in the first 25 years of operation. 
Last year these companies earned 
$14,125,000, and at the year-end. 
their consolidated net worth was 
nearly $82,000,000! 


A single management, yet an 
amazingly successful one in all 
three fields of insurance. And now 
let us see what this management 
has to work with in Nationwide 
Corporation. 

While it enjoys all of the advan- 
tages of a direct operating insur- 
ance company, the corporation has 
few of its disadvantages. With no 
other restrictions than its own 
capital position, it can buy, sell, 
finance, manage, merge or liqui- 
date any type of insurance com- 
pany, as well as to effect the re- 
insurance of any or all of their 
business. It can, in brief, take 
advantage of the profit opportuni- 
ties arising in any phase of the 
insurance business, or in any field 
related to that business. 

Not only does the Nationwide 
management have more “tools” to 
work with than ever before, but 
the opportunities before it are far 
greater. Let us consider two de- 
velopments which alone present 
exceptional profit possibilities to 
the corporation: the trend toward 
the writing of all forms of insur- 
ance by a single company group; 
and the all-out expansion program 
of the Nationwide Group. 

Because they must do so if they 
are to meet the mounting compe- 
tition of the independents, the old- 
line fire-casualty companies are 
now in the process of sharply re- 
ducing their rates. Lower rates 
mean lower commissions to agents; 
lower commissions mean that the 
agent must sell more policies if 
he is to stay in business; and the 
best way to sell more policies is 
to sell more kinds of policies. 

The major fire-casualty com- 
panies realize that if they can’t 
supply all of the policies the agent 
needs or wants, their agents will 
change to a company which can. 
And there, in brief, is the real 
reason for the continuing acquisi- 
tion of life company subsidiaries: 
not to gain additional volume and 
profits, but to protect the business 
already on their books. 

But many companies will be 
unable to supply this “full spread” 
to their agents; will be unable to 
operate profitably under the com- 
petitive conditions ahead. Already 
an era of mergers, absorptions and 
liquidations has started; and no 
company is in a better position to 
profit from these developments 
than Nationwide Corporation. 

Heretofore operating in only 
13 States, the Nationwide Insur- 
ance Group—the two Mutuals and 
Nationwide Life—is now licensed 
in 42 States and, before long, will 
be entered in all 48. Not only does 
this promise a step-up in the al- 
ready rapid growth of Nationwide 
Life, but because the Mutuals 
must finance their growth entire- 
ly from earnings, it also indicates 
fire-casualty profits for Nation- 
wide Corporation. With its pres- 
ent resources, for example, Na- 
tional Casualty could alone handle 
an additional $25,000,000 or $30,- 
000,000 of premiums. 

The foregoing merely suggests the 
exceptional profit potentials of Na- 
tionwide Corporation; and the 
realist will recognize that, because 
of its size, scope and flexibility, 
it will be presented with an al- 
most unlimited number of profit 
opportunities. But let us bring 
this article to a close with a brief 
description of the Corporation’s 
modern dividend policy. 

Each year the Corporation capi- 
talizes and distributes in the form 
of a stock dividend, a generous 
portion of its earnings. This pol- 
icy enables the shareholder to 
decide, each year, whether he 


shall retain his full interest in the 
Corporation’s reinvested earnings, 


LL >]>S=aeqqqq——o— 
This Week’s 
Forum Participants and 
Their Selections 


Nationwide Corporation Class A— 
Robert H. Huff, President, Rob- 
ert H. Huff & Co., Los Angeles, 
Calif. (page 2). 


Carrier Corporation — Everett W. 
Snyder, Proprietor, E.W.Snyder 
& Co., Syracuse, N. Y. (page 2). 
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or to sell off the portion repre- 
sented by his dividend shares for 
income needs. In brief, from Na- 
tionwide A, the investor can ob- 
tain a generous current income, if 
he desires it, and still have a good 
participation in the growth of the 
insurance business. 


Last year the stock dividend 
was 4%, in addition to which cash 
dividends of $0.15 per share were 
paid. This year the dividend dis- 
tribution is scheduled for Aug. 1, 
and an increase in the stock divi- 
dend is expected, with or without 
a cash payment. 


Yes, Nationwide Corporation 
continues to offer, at low cost, the 
most unusual combination of in- 
vestment values in the insurance 
stock field; and that is why it 
continues to be the security I like 
best. The stock is traded in the 
Over-the-Counter Market and has 
a broad appeal to institutional in- 
vestors, and to both high and low 
tax bracket individual investors. 


EVERETT W. SNYDER 
E. W. Snyder & Co., Syracuse, N. Y. 
Carrier Corporation 


This is a story of progress, 
growth and expansion. It’s a re- 
cital of development accomplished 
through good management, effec- 

tive sales and 
if eh * advertising 
~~. promotion, 
excellent pub- 
lic relations, 
research and 
engineering, 
operating ina 
market hav- 
ing no visible 
point of satu- 
ration. 

As a favor- 
ite selection, 
it will be an 
extension of 
an appraisal 
of Carrier 
Corporation submitted a few years 
ago. Since then, expansion 
through merger and diversifica- 
tion has so changed the picture 
that it seems appropriate to bring 
the story up to date. 

It might first be mentioned that 
recently, in company with fifty 
or so local investment dealers, I 
was the guest of the Management. 
We were shown a vast and effi- 
ciently operated plant utilizing 
modern labor saving equipment. 
Finished products were being 
loaded into cars on trackage with- 
in the plant, shortly to be on their 
way to some of the 151 countries 
which, along with our own forty- 
eight states, embody the Carrier 
market. Later, in the new Ad- 
ministration and Research Center, 
we were shown management, re- 
search and engineering at work: 
thence, to a display of products, 
dinner and an enlightening in- 
formal discussion with key offi- 
cials—an illustration of public re- 
lations in action. One thinks back 
upon such an occasion with the 
impression that here is a company 
proud of its product, confident of 
continuing progress, and above 
all, directed by friendly people. 

Financial details will be cov- 
ered briefly in order that alloted 
space may be devoted to subjects 
of wider interest. Long term debt 
now stands at $5812 million and 
outstanding common stock at a 
bit over 2,000,000 shares. A $15 
million increase in working cani- 


Continued on page 45 





jverect W. Snyder 





< 
The Commercial and Financial Chronicle ... Thursday, May 22, 1958 





Alabama & 
Louisiana Securities 
Bought—Sold—Quoted 


STEINER, ROUSE & Co. 


Members New York Stock Exchange 
Members American Stock Exchange 


19 Rector St., New York 6, W. Y. 








HAnover 2-0700 NY 1-1557 
New Orieans, La. - Birmingham, Ala. 
Mobile 


, . 
Direct wires to our branch offices 











JAPANESE 
STOCKS 


For current information 
Call or write 


Yamaichi 
Securities Company 


of New York, Ine. 
Affiliate of 
Yamaichi Securities Co., Ltd. 
Tokyo, Japan 


Brokers & Investment Bankers 


111 Broadway, N. Y.6 COrtiandt 71-5680 


MAILING LISTS 


F.. over a quarter of a century 
financial firms have looked to the 
Dunhill International List Co. for 
their mailing list requirements. 


FREE: Mailing List Catalog on Request 


dunhill inteRNaTiONAL LIST CO., INC. 
NEW YORK 16: 444 Fourth Ave. MU 6-3700 
CHICAGO 5:55 E. Washington St. DE 2-0580 




















is one of 


Advertising 
the most useful tools in 
securing new customers. 
So it’s smart to place 


your advertisement in 
=@== 


THE COMMERCIAL AND 
FINANCIAL CHRONICLE 
25 Park Place, New York 7 














N. Q. B. 


OVER-THE- COUNTER 
INDUSTRIAL STOCK INDEX 


19-Year Performance of 
35 Industrial Stocks 


FOLDER ON REQUEST 


National Quotation Bureau 
incorporated 
New York 4, N.Y. 








46 Front Street 














-Volume 187 


What Will the Business 
Recovery Be Like? 


By PETER 'L. BERNSTEIN* 
Executive Vice-President, Bernstein-Macaulay, Inc., N. Y. City 


In pointing out that what recovery will lock like will be 


shaped by what we do during 


this recession, Mr. Bernstein 


opines future upturn will not solely result from cut in prices, 
or introduction of new products and new productive techniques, 
or massive government intervention, but from a combination 
of all three. On the basis of this,'the investment counselor and 
ecenomic consultant predicts we will avoid a depression but 


will undergo an extended 


recession so that recovery 


will be uncomfortable and unattractive. Explains why he be- 
lieves there will be downward pressure on price level, which 
he claims is our traditional peacetime practice, and advises 


price-flexible industries, such as 


textiles and retailing, that they 


will continue to need“large outside financing. 


I am bored with being bearish, 
but I strongly believe that it is 
too soon to start being bullish. Yet 
it is probably not too soon to begin 
speculating 
about the na- 
ture of the re- 
covery which 
will ultimately 
but inevitably 
emerge from 
the present re- 
cession. 

I am not re- 
ferring to the 
brief, abortive, 
false starts to- 
ward recovery 
which we will 
most likely 
experience 
during the 
coming months, as_ inventory 
liquidation works itself out here 
and there. Instead, I want to dis- 
cuss the >more distant .but more 
fundamental and persistent up- 
swing which we usually char- 
acterize as a prosperity phase in 
the cycle. We may better deter- 
mine the :nature of the risks we 
gan afford to assume during the 
‘reeession, and we can mere intel- 
‘ligently adjust and time our long- 
range planning, when we have 
some knowledge of what a change 
in direction will be like. 

The most.important point to es- 
tablish is ‘that the reeovery will 
very probably net bear very much 
resemblance to the postwar boom 
which has only recently passed 
into history. Just as every reces- 
sion or depression has unique 
characteristics, so is each pros- 
perity different from its forebears. 
Indeed, I :believe that the most 
dangerous assumption in govern- 
mental and business decision- 
making is the widespread _ belief 
that the features of the postwar 
‘boom will all reappear just as 
seon as we get this messy adjust- 
ment out of the way, and too many 
of us expect the prosperity of the 
1960’s to be just like the delicious 
days of 1946 to 1957. 

The easy acceptance of this at- 
tractive notion is similar to be- 
‘ieving.that the children look more 
like their grandparents than like 
their parents. There is a family 
resemblance, of course, but clearly 
most of us look and act very-muech 
more like our mothers and fathers 
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Peter L. Bernstein 





*Amn address by Mr. Bernstein before 
The Forty. Niners Credit Club, New York 
City, May 19, 1958. 


than we look like Grandma and 
Grandpa, and, to the extent that 
we do have features in common 
with our grandparents, they were 
transmitted to us by our parents. 

The same thing is true of the 
business cycle. Each depression is 
the child of the preceding pros- 
perity and each prosperity is sired 
by the preceding depression, and 
the family resemblance between 
them is much closer than it is be- 
tween one prosperity phase and 
another or between one depression 
and another. Thus, the recovery to 
which we look forward will have 
some characteristics in common 
with the postwar boom, because 
these characteristics will have 
survived the current recession. 
But we will learn a lot more about 
the nature of this coming pros- 
perity if we focus our attention on 
what we are experiencing now 
and bury the assumption that we 
are going to have the postwar 
boom all over again. 

But I am.-afraid I do-have to go 
back briefly over the past decade, 
because the adjustment we are 
having now is the result of the 
boom which led to it. 


Explains Past Boom 


This boom, in my epinion, was 
caused essentially by the happy 
concurrence of three very power- 
ful bullish forces: 

(1) An extraordinarily explosive 
demand for geeds and services. 
For 10 years of depression we 
could not afford to buy what was 
available, and for five years of 
war, we had the money but the 
goods were not available. This 
whole yawning gap of unsatisfied 
demands and desires was greatly 
stimulated by the momentous up- 
surge in the birthrate—the. result 
of similar forees, and by an out- 
pouring of new products and new 
productive techniques which had 
never been available before. 


(2) An unprecedented degree of 
liquidity, which made it very easy 
indeed for us to finance the pur- 
chases we were so eager to make, 
even if we had to pay higher and 
higher prices for what we bought. 
In 1946, the Gross National Prod- 
uct was double the 1929 level. But 
the money supply amounted to 
more than four times the 1929 
level, and in addition, both per- 
sonal and business debts were 
drastically reduced during the war 


Continued on page 34 
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PICKING YOUR FUND— 
What of the Performance Record? 


“Which fund shall I buy?”. This 
question, regarding the method 
for making his initial or continued 
selection from the available man- 
agements by 
one who has | 1 
become com- 
mitted to the 
fund principle, 
has remained 
as a most 
perplexing 
problem to the 
investor. The 
solution by far 
the most 
frequently 
turned to 
seemingly 
because of the 
unavailability 
of any other 
easy answer—rests On pdst per- 
formance comparisons. Such dem- 
onstrations, employed akin to 
racetrack touting based on the 
form sheets, in publications and 
courses guiding the investor, are 
invalid on logical and pragmatic 
grounds. For the assumption of 
continuity of a previously regis- 
tered record of past performance 
basically overlooks the fortuitous, 
non-recurring nature of the capi- 
tal gains and losses on which it is 
based. 

The actual inconstancy of “per- 
formance” now receives ‘a con- 
vincing up-to-date demonstration 
via a compilation by Vance, 
Sanders & Company® of 90 rela- 
tively non-speculative funds, 
comparing their comparative 
capital-value record during each 





A. Wilfred May 


of the past four years. The 
“performance” (adjusted for divi- 
dends paid) of each fund was 


computed for each calendar year, 
together with notation of its re- 
sults in the following year. The 
record shows a crazy-quilt of in- 
consistency. 

The fund which ranked first in 
1953, finished no better than 62nd 
the following year; with the 
runner-up in the prior year rank- 
ing 1lth in the succeeding period. 
Similarly for these later intervals: 
the first and second managements 
in 1954 were respectively 17th and 
5th the next year. The two leaders 
in 1955 fell to 30th and 25th in 
the succeeding period. The funds 
with the first and second best 
records for 1956 ended 1957 down 
in 57th and 46th positions. 


Other Material Criteria 
At the very least the perform- 


ance-conscious investor should 
give greater weight to the in- 
herent characteristics of each 


fund, against the background of 
the course of the security markets 





*Distributers of Massachusetts Invest- 
tors Trust, M.I.T. Growth Stock Fund, 
Boston Fund, Century Shares Trust and 
Canada General Fund. 


during the interval considered. 
Such attributes to be taken into 
account in the drawing of com- 
parative conclusions would include 
leverage; volatility; the respective 
fund’s category, whether common 
stock, balanced, maraged, spe- 
cialized; and its stated investment 
objectives. Underlying such quali- 
fication is the finding that if the 
entire list of 105 funds were used, 
a leveraged fund comn.itted to 
speculative policies, which occu- 
pied first place in each of the two 
consecutive years 1955 and 1956, 
dropped all the way to 102nd place 
in 1957. 

One might be guided by per- 
formance to the extent of shun- 
ning any particular funds which 
may have consistently shown a bad 
record. But according to the data 
in the Arthur Wiesenberger man- 
uals covering the past five years, 
none could be classified as such 
trailers. 

Also important to couple with 
any importance that may be at- 
tached to the performance tactor 
is the management expense factor. 
The expenses of running the 
fund are calculated both as net 
assets (ranging from 0.31% to 
1.54%) a percentage of the port- 
folio’s and, somewhat less uni- 
formly, in relation to the gross 
income. Here it must be borne 
in mind that the expense bill is 
usually proportioned to portfolio 
size—the ratio tending to be re- 
duced as the portfolio to which 
it is related is increased. But in 
lieu of choosing the large fund 
to vain expense savings, the ac- 
companying factor of unwieldi- 
ness might be deemed a decisive 
drawback. 

Thus, one’s choice of a particu- 
lar fund must be based on the 
weighing of a number of rele- 
vant factors —in lieu of reliance 
on performance as the easy way 
out. 





The Overall Record 

Appraisal of fund management 
results on an absolute overall 
rather than a comparative basis 
of course, constitutes a separate 
area of consideration. This sub- 
ject is currently being re-ex- 
plored by Edward F. Renshaw 
and Paul Feldstein of the Univer- 
sity of Chicago Business School 
in a short note on the perform- 
ance of investment company 
shares relative to the representa- 
tive averages. 


Management vs. 
“Non-Management” 


It is recalled that several past 
studies give evidence of quite un- 
favorable comparisons of the rel- 
ative performance of fund man- 
agement with the hypothetical ac- 
complishment by a wholly “un- 
managed” portfolio. A study of 








Here Is A Special Opportunity for You: 


“FOR SALE’’ 








- Phone REctor 2-9570 








Unbound Set of | 
Bank & Quotation Record Volumes 1940 to 1953 | 
| 


Available in New York City—Write or 


c/o Chronicle, 25 Park PI.N.Y.7 | 


Edwin L. Beck 











the SEC is recalled, comparing in- 
vestment company results with 
the performance of a common 
stock index over the years 1927- 
1937, a period which included 
years of rising and declining 
prices, and active and inactive se- 
curity markets. The Commission 
concluded that over this period as 
a whole no significant difference 
existed between the performance 
of investment companies and that 
of the common stock index. 
Covering a later period, 1935- 
1957, a study is cited by C. R. 
Doane and E. J. Sills of the 
American Institute for Economic 
Research showing that the per- 
formance of a large number 
of investment companies and 


Moody’s 125 stock average par- 
allel each other closely. 
For the period 1947-1956, the 


Henshaw and Feldstein paper in- 
terprets various Arthur Wiesen- 
berger data as indicating that ‘an 
investor would have been better 
off on the average to have in- 
vested in a company following 
the Dow Jones Index than to have 
picked an investment company 
at random.” 

Acceptance of such evidence of 
unfavorable comparison between 
trust performance and that of the 
“plina” average still implies no 
hard-and-fast deductions. It 
constitutes no indictment of the 
worth of the funds’ expert tech- 
nique in lieu of the lay and part- 
time investor’s own efforts. In 
the first place, the individual in- 
vestor cannot assume he will do 
as well as the average. This has 
been well pointed out by Rudolph 
L. Weissman** thus: “I am sure 
that an extensive study would 
confirm the view ... that most 
investors would be happy if the 
results obtained by them approxi- 


mated the stock average, espe- 
cially for small investors and 
those who attempt to make the 


most of intermediary movements. 
If this be true, many investors 
would be better off purchasing 
investment company stocks and 
buying and selling securities on 
their own. Experience of inves- 
tors is a more practical, signifi- 
cant test than statistical compari- 
sons and can be applied by the 
investor to his own experience. 
It must be applied honestly and 
rigorously i.e., in appraising his 
experience the investor too often 
will omit this or that purchase 
which has become worthless or 
stock which has fallen in price 
to a fraction of its cost.” 

In the second place, there are 
the practical difficulties which 
would confront the individual in- 
vestor who might actually confine 
his operation to acquiring and 
staying with the recurring adjust- 
ments to a stock index. 

In the third place, the best 
solution might lie in combining 
skepticism regarding management 
activity with the investment com- 
pany machinery. Such optimum 
compromise might take the form 
of lessening the emphasis on port- 
folio activity; or possibly even 
reviving the old fixed-trust gen- 
erally undisturbable form of fund, 
as it formerly existed in Britain 
as well as in this country in the 
movement’s early days. 





**The Investment Company and the 
Investor by Rudolph L. Weissman; New 
York; Harper & Brothers, 1951, p. 97. 


With Francis I. du Pont 


(Special to THe FInaNciat CHRONICLE) 


SAN DIEGO, Calif—Homer L. 
Chattin has been added to the 
staff of Francis I. du Pont & Co., 
San Diego Trust & Savings Build- 
ing. Mr. Chattin was previously 
with Woolrych & Currier. 


Joins Lloyd Arnold 


(Special to THe FrnanctaL CHRONICLE) 


BEVERLY HILLS, Cal.—Fred- 
erick Prado has become affiliated 
with Lloyd Arnold & Company, 
364 North Camden Drive. Mr. 
Prado was previously with Shear- 
son, Hammill & Co. 
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Confidence continued the wast week to be an .s.uportant 
ingredient in the hopes and opinions expressed by business leaders 
throughout the country concerning a solution of the current de- 
pressed state of trade and industry. 

Addressing the American Management Association meeting 
at the Hotel Astor in New York on Monday of this week, Secretary 
of Commerce, Sinclair Weeks, stated that the country’s ouiput 
would grow by nearly 50% in the next ten years and gave em- 
phasis to the Eisen..ower’s Administration’s belief that business, 
rather than the Government, must play the “star” role in bringing 
about full employment and promoting economic growth 

On the following evening, President Eisenhower addressing 
the same group, stated: 

“The question what faces us today is not whether America 
is going to continue to grow and make progress, but how quickly 
our economy is going to resume its full and healthy advance.” 

Giving his answer to the question he declared: 

“Reports from the country strongly indicate that the economic 
decline of recent months is slowing down. Not all our economic 
troubles are over by any means. But there is a change in the 
making. That it will prove to be a change for the better, I have 
no doubt.” 





Taking a lock at the employment picture, the Unired States 
Department of Labor reports that the number of workers drawing 
unemplevinent compensation dropped by 70,900 in the week ended 
May 3. This was the largest drop of the recession and marked the 
third consecutive week the total hed declined. 

The Labor Department states that the latest total was 3,194,800, 
lowest since the week ended Feb. 15 when 3,136,243 were drawing 
the insurance. However, the current figure was still 124% above 
the level of a year ago. 

In all, the three-week decline amounied to 168,500, or 5%, 
compared with what the Labor Department said was a “usual 





reduction” of 65% over the same period. Thirty-eight states 
reported fewer workers were drawing the benefits. The most 


improved state was California, where the total fell by 17,800 be- 
cause of a pickup in outdoor activities, apparel and automobiles, 
it added. Michigan, which has suffered more than any other state 
in the recession, was second with a cecline of 12,200, which the 
agency said was caused in part by “stabilized employment condi- 
tions in the automobile industry.” 

New claims for unemployment compensation ia the week 
ended May 10 rose by 5,400 to 408,600. In the same week a vear 
ago, new Claims declined by 13,700 to 233,500. Twenty-three states 
reported a higher rate of new clairns, led by New York, California 
and Missouri. 

A new claim for compensation is not paid until the second 
week of unemployment so the figures on new claims are a week 
ahead of those for the total number drawing the payments. 

In eight large cities which report weekly on the mumber of 
workers exhausting their compensation, the total was 24,900 in 
the week ended May 10, or down 200 from the week before. 


The Federal Reserve Board’s seasonally-adjusted index of 
industrial production declined two points further in April, to 126% 
of the 1947-49 average. 

The decline carried the index to its lowest point since the 
12€ in October 1954, when business was coming out of ats second 
postwar recession anc to within three points of the low of 123 
in that business downturn, which came in July and August of 1954. 

Despite the continued drop in the April index, high Govern- 
ment policy makers emphasized the fact that the decline does not 
damage their theory that the recession is showing signs of “bot- 
toming out,” their term for a lessening in the rate otf decline of 
many key economic indicators. 

While the industrial production index fell twe -peints in 
March and again in April, the decline in these two months was less 
than in some of the months in late 1957 and early 1958. From 
October to November, it fell three points, from 142 te 139. The 
drop from November to December was four points, to 135. In 
January, the decline was two points to 133, followed by a three- 
point drop to 130 in February. 

Since the record high of December 1956, the drop has been 
21 percentage points. 

The board observed that the April decline was concentrated 
in output of durable goods and minerals, that activiiies in non- 
durable goods industries stayed et the March level. 

The board’s index for non-durable goods industries in April 
seasonally-adjusted was 124% of the 1947-49 average, the same 
as in March. The adjusted index for durable goods industries 
showed a two point drop to 133% from 135 in March. The adjusted 
figure for minerals in April was 109% down four points from the 
March index, 

Steel buyers are beginning to show alarm over dwindling 
inventories, but are frequently restrained by top management 
from placing new orders “The Iron Age,” national metalworking 
weekly, stated on Wednesday of this week. 

Confidential interviews with leading purchasing agents by 
this trade weekly disclosed growing concern over the steel inven- 
tory situation. 

An analysis of June ordering indicated that companies are 
not buying at a rate justified by sales of their own finished goods 
and, in many cases, iop management is ordering inventory reduc- 
tion because overall tonnage is still regarded as high. Yet an 
item-by-item check suggests inventories are dangerously low in 


4: 
— 


Continued on page 35 











Volume 167 


Nation and 


Number 5744... The Commercial and Financial Chronicle 


Oil Indusiry Problems in the 





the West Coast 


y LeROY H. HINES* 


Petroleum Consultant 


J. Barth & Co., 


San Francisco 


West Coast petrolezm analyst avers some crude oil imports 
must be allowed and that our requirements for imports will 
increase over the years as we use up our own reserves. Mr. 
Hines pictures the real problem at this time to be the achieve- 
ment of reasonable balance of imports to domestic production 
so that our domestic industry will remain healthy and be 


supplemented but not supplanted by foreign oil. 


Turning 


specifically to West Coast petroleum situation, the author 

points out California has not been able to meet rising demand— 

necessitating imports; explains present paradox, however, of 

Califernia’s oversupply of fuel oil, and calls attention to 

Alaskan commercial oil development and consequences to 
West Coast. 


It is more than an understate- 
ment to say that there is dis- 
agreement over the subject of oil 
imports into this country. The 
views vary 
from the con- 
tention by 
some that 
there should 
be no imports 
at all and bv 
others that 
there should 
be absolutely 
no restric- 
tions. 

First, I shall 
atteinpt to 
give youa 
little back- 
ground on the 
conditions 
which have brought about these 
problems, and in doing so I shall 
try to use a minimum of statistics 
(although I will have to use 
some). 





LeRoy ‘H. Hines 


Background of Imperts 

The import problem in the oil 
industry is relatively new. Prior 
to World War II the United States 
exported substantially more petro- 
leum than it imported. In 1944 
this trend was reversed, and in 
that year imports exceeded ex- 
ports by about 30,000 barrels per 
day. Imports continued gradually 
to increase so that tney averaged 
slightly over 1.500,000 barrels per 
day in 1957, and exports have 
dwindled to practically nething. 

Why has this come about’ 

For many vears it has been rec- 
ognized in the industry and our 
Government that we would not 
always be able to find and pro- 
duce enougn” oil in the continental 
United States to be assured that 
we will alwavs be able to meet 
our own requirements. There have 
been dire predictions over the last 
40 years that we were “running 
out of oil” Many of these pre- 
dictions were made by substantial 
and well-informed people _ but 
fortunately they have all been 
wrong so far because the discov- 
ery rates have been more success- 
ful than anticipated because of 
new finding techniques. To give 
some indication of how seriously 
these predictions were taken at 
the time, however, it was urged 
during World War I that we 
should take over and confiscate 
the oil fields of Mexico to see us 
through that war. This, of course, 


was not done but it may have 
given the Mexicans the idea of 
later taking over the American 


oil interests in the Mexican fields 
which it did some 20 years later. 
However, witb the current rate of 
use of petroleum in the United 
States and anticipated future de- 
mand, some of these predictions 
come true the 
Parenthetically, 
oil and gas supply approximately 


are bound to in 


cuurse of time, 


two-thirds of the energy 
the United States. 


require- 
ments of 
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Foreign Exploration Encouraged 


In recognition that we might 
not always be able to produce our 
energy requirements within the 
United States, and be able to dis- 
cover sufficient reserves for fu- 
ture requirements, it was natural 
for the oil companies to explore 
for new reserves in other parts 
of the world. In this they have 
been fully supported by our Fed- 
eral Government through the 
State Department. In fact, they 
have been urged to do so by the 
State Department. Until the past 
few years most exploration was 


done principally by the larger 
companies, who were the only 
ones capable of providing the 


necessary capital for such expen- 
sive foreign undertakings. 

The results dof foreign explora- 
tion have been outstanding. The 
estimated recoverable reserves in 
the United States at this time are 
about 30 billion barrels, and those 
in the Middle East alone are 170 
billion barrels. Total free world 
reserves are in the order of 240 
billion barrels. This does not in- 
clude Russia or its satellites. No 
really reliable figures are avail- 
able for these countries, but some 
estimate Russia’s reserves to be 
about 26 billion barrels, which 
are not much lower than _ the 
United States reserves. 

At the end of World War II. 
there were only 28 American 
companies actively engaged in 
foreign exploration. In 1958, there 
were 190 American companies 
who were also domestic producers 
searching for oil -in foreign lands. 
Most of these were smaller or 
medium-sized independent  pro- 
ducers who pooled together 
their financial resources in various 
joint ventures in order to bear the 
costs of foreign exploration, which 


they could not do alone. It is 
significant that foreign explora- 
tion is no longer exclusively a 


major oil company venture, and it 
follows that the import problem 
is no longer exclusively theirs. 
These smaller operators are also 
clamoring for a market for the 
foreign oil which they discover. 
Since they do not have refining 
and marketing facilities in other 
parts of the world, it is natural 
that they want some part of any 
available import quota into the 
United States. Moreover, once 
they make a discovery, they have 
obligations under the concession 
agreements with the countries 
where they are operating, just as 
the major companies do, to de- 
velop the oil and market it. 
Usually there is not sufficient 
local demand to take care of any 
substantial amount of petroleum 
products, so that export markets 
must be found. The country whose 
economy has been geared to the 
export of coffee, bananas or 
dates, and who now finds that it 
has substantial oil reserves im- 
mediately wants to share in the 
world market and to benefit from 
a share of it even though that 
market is fully absorbed by earlier 
arrivals 


Why Do We Now Need Importa- 
tion of Foreign Oil Into the U. S.? 

The fact is that today, the wells 
in the continental United States 
are not capable of producing our 


present daily requirements for 
petroleum. While there is some 
argument about how much excess 
producing capacity we now have 
shut-in, I do not believe it to be 
significant in the overall picture 
because our ability to produce is 
gradually declining. Any excess 
producing capacity will be used 
up by the normal decline in pro- 
ductive capacity. The Chase Man- 
hattan Bank has estimated that 
U. S. demand will rise from 8.8 
million barrels a day in 1956 to 
14.3 million barrels in 1966 or an 
increase of 63%. Of the approxi- 
mateiy nine million barrels a day 
used in 1957, approximately 1,- 
500,000 barrels were made up of 
imported oil. Even though Chase 
Manhattan’s prognosticatinns of 
increased demand to 1966 may be 
wrong because of a decline in 
economic conditions, still we can- 
not meet our oil demands with 
our own productie «. 


Why Can We Not Increase Our 
Productive Capacity to Meet Our 
Needs Without Importing Oil? 


Most of the potentially produc- 
tive oil territory of the United 
States has been explored. Since 
oil was discovered in the United 
States in 1859 over 1,600,000 wells 
have been drilled, and one out of 
every four was dry. Some 55,000 
wells are drilled annually in the 
U.S., and one out of each two and 
a half wells is dry. In purely 
wildcat exploratory operations, 
only one out of nine wells is pro- 
ductive. Since 1950, our discov- 
eries of new reserves through 
wildcat discoveries have not kept 
up with our current demands for 
petroleum products. At the be- 
ginning of 1957, there were about 
550,000 producing oil wells in the 
United States, and about 370,000 
of them (or 68%) were “stripper” 
wells, producing less than 10 bar- 
rels a day, so that these cannot 
provide any additional producing 
capacity, 


Why Do We Not Import More 

Foreign Oi] and Conserve Our 

Remaining Oil in the Ground for 
National Defense? 

There are those who contend 
we should import more foreign 
oil and conserve our remaining 
oil in the ground tor national de- 
fense, and those who violently 
oppose it, and there are many 
facets to the problem. 

Purely from the standpoint of 
consumption in_ peacetime, it 
would be desirable to use as much 
foreign oil as possible, and to con- 
serve as much of our Own oil as 
we can. We are fast becoming a 
“have-not” country so far as nat- 
ural mineral resources are con- 
cerned. Foreign oil may well not 
be available to us in time of war, 
particularly the reserves in the 
Middle East, which may very well 
be the subject matter of a future 
war, Also, the oil concessions 
granted by the various countries 
have expiration dates, and it is 
always problematical as _ to 
whether these will be renewed or 
extended. Most of the concessions 
are limited to a total period of 50 
years. 


Can’t Shut Down All Our Wells 

It is not physically possible to 
shut down all of our own oil wells 
for reasons of conservation. Many 
of our oil reserves would be lost, 
particularly that oil being pro- 
duced through the 370,000 “strip- 
per” wells mentioned above, 
Water would infiltrate into the oil 


sands and the remaining oil re- 
serves which they would other- 
wise produce over many years 
could never be recovered. Oil is 
an irreplaceable resource which 
cannot be regenerated, such as 


timber and other growing crops 
Incidentally, while we presently 
have an estimated 30 billion bar- 
rels of recoverable oil reserves 
remaining in the United States, 


this oil cannot be produced all at 
once but must be recovered over 
a long period of years. We cannot 
turn the spigot on and off at will, 
just because we want to produce 
it at a higher rate at some partic- 
ular time. Too many of our wells 
are now producing at their maxi- 
mum capacity. 


The economic consequences of 
shutting down our wells would 
be disastrous, The petroleum in- 
dustry is one of the largest indus- 
tries in the United States, and the 
producing portion of the industry 
is a large segment of it. Many 
thousands of people in this and 
related industries would be un- 
employed, and all exploration for 
finding new oil reserves in the 
United States would cease. You 
may question whether the suc- 
cess in exploration over the last 
few years justifies our continu- 
ing to explore here, but even witb 
the disappointing results over the 
recent years we have _ found 
enough new oil to keep our re- 
serves almost up to our demand 
for products and there is every 
hope that we will continue to find 
substantial new reserves’ with 
new techniques. Further, it is 
hoped to increase our recoverable 
reserves of oil in many instances 
by secondary receery operations, 
such as water-fiooding and un- 
derground combustion. 


What Is Being Done About Limit- 
ing Imports of Foreign Oil? 


Under the Federal Trade 
Agreements Act of 1955, the Pres- 
ident has authority to limit im- 
ports of certain commodities, 
including oil, if such imports ad- 
versely affect domestic industry. 
The President has set up a Cab- 
inet Committee on oil imports, 
headed by Secretary of Commerce 
Weeks, to advise him on this sub- 
ject, and has also appointed an 
Oil Import Administrator, in the 
Department of the Interior to 
carry out the program recom- 
mended by the Cabinet Commit- 
tee and approved by the Presi- 
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dent. In July of 1957, the Cabinet 
Committee recommended an oil- 
import quota for the United 
States for all areas except the 
West Coast, but the West Coast 
was also brought under the quota 
system in December of 1957. : 

In general, the rule for limiting 
imports of crude oil or its deriva- 
tives for consumption in the 
United States is the ratio of im- 
ports to domestic production in 
the year 1954. If imports exceed 
this ratio the President is author- 
ized to restrict imports of crude 
and refined products. 

So far the import limitation has 
been of a voluntary type, with 
quotas being recommended by the 
Cabinet Committee but with no 
real policeman to enforce them 
and no effective penalties for 
violation. A maximum figure has 
been set for imports within the 
formula, but from that pomt there 
has been no real effective ma- 
chinery to divide the quota among 
the companies who have been im- 
porting oil for some time and 
those who want to import. This 
leaves the companies in a dilem- 
ma, if they attempted to get to- 
gether and apportion the total 
quota among them they would no 
doubt be faced with prosecution 
under the anti-trust laws. The im- 
porters have dom: well in their 
voluntary submission to. import 
quotas, and only a few have failed 
or refused to comply. Recently, 
attempts have been made to put 
more teeth into the program by 
denying any importing company 
who does not comply with quotas 
from participating in the sale of 
petroleum products purchased by 
the military and other government 


agencies. Although it has been 
urged that restrictions also be 
placed on importation of refined 
produc:;, the Cabinet Committee 
has not yet seen fit to recommend 
this For the six months period 
commencing April 1, the Commit- 

Continued on page 28 
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Producing Properties, Inc. 


By DR. IRA U. COBLEIGH 


Enterprise 


Economist 


: A swift account of a most unusual enterprise whose common 
stock represents an interesting future call on underground oil. 


Most. corporations make prod- 
ucts or supply services, having as 
their goal the earning of profits 
each year. By such standards, the 
company se- 
lected for re- 
view today is 
quite remark- 
able in that its 
common stock 
has, so far, 
shown no net 
earnings since 
incorporation, 
and offers but 
slight promise 
of any cash 
dividends for 
some years to 
come. Yet this 
common stock 
of Producing 
Properties, Inc. (traded in the 
Over the Counter Market), out- 
standing in the amount of 1,900,- 
000 shares, sells today around $7. 
Why, you might ask, would any- 
one want to buy such a stock 
when it seems to disregard the 
standard criteria by which equi- 
ties are customarily judged? 





ira U. Cobieigh 


Upon analysis, there are actu- 
ally several excellent long range 


reasons for consideration of these 


shares. There must be, because 
some very well informed and 


quite sophisticated investors are 
large stockholders in Producing 
Properties, Inc. Two of the pre- 
requisites, however, for any affec- 
tion for this equity are (1) a 
virtual disdain for current income, 
and (2) a zeal for long-term cap- 
ital gains. 

Let’s start at the beginning. In 
October 1954 Producing Proper- 
ties, Inc. was organized specifi- 
cally to invest in properties with 
proven oil and gas in the ground. 
An older company, San Juan Ex- 
ploration, had been doing just that 
sort of thing for some time with 
remarkable success; and San Juan 


Was given, at the outset, a three 
year contract to manage the 


screening, evaluation of produc- 
tion potentials, and selection of 
properties to be purchased by PPI 
(San Juan has since been merged 
into PPI). 

In November 1954 Producing 
Properties, Inc. was publicly fi- 
nanced. $10,000,000 was raised by 
a package deal: $75 in 5% deben- 
tures due 1969, $25 par amount in 
6% proferred (1 share at $25), and 
10 shares of common were offered 
as a unit for $106. Less than two 


components, at current prices, $80 
for the bonds; $16 for the pre- 
ferred; and $70 for the common 


(ten shares) indicate a_ total 
present value of 166. 
The bonds, under a_ special 


indenture provision. were not re- 
quired to pay interest for the first 
two years. They didn't; and the 
arrearage (37.50) has been added 
to the face amount of each bond 
payable at (or before) redemption 
or maturity. Since November 1956, 
however, regular interest has been 
paid. 

No dividends have been paid on 
the 6% preferred stock but the 
issue is fully cumulative and ar- 
rears at Feb. 28, 1958 stood at 
$5.25 a share. , 

The foregoing notes about capi- 
tal structure give you a clue to 
this whole enterprise. It’s built on 
leverage, and even in the pur- 
chase of the producing properties 
there’s a financial gimmick that 
pyramids the value of the com- 
mon. It’s called a reserve oil 
payment; and this is the way it 
works. 

A men producing oil 
property for sale. PPI experts 
look it over, and so do outside 
petroleum engineers. An appraisal 
and estimate (usually ultra con- 
servative) is then made of the 
total ultimate value of recoverable 
oil and gas reserves. Let’s say that 
this valuation is $1 million. The 
seller could hardly expect to get 
the whole million tor his property 


has a 


since all the subject oil or gas 
may not be converted into cash 
for years. So the offer of PPI 


to the seller will be at a discount 
from evaluated reserves. The ex- 
tent of this discount will depend 
on how long it will take for the 
property to “pay-out.” The longer 
the time factor, the greater the 
discount. Assume the PPI offer 
was $350,000 and the seller ac- 
cepted. [He would do so for sev- 
eral reasons but principally (1) 
desire for immediate cash and 
(2) establishment at once of long- 
term capital gains on oil realiza- 
tions which ware actually years 
away. |] 

Now we come to the payment. 
PPI doesn’t want to pay the seller 
all cash, because there’s a better 
way. Insiead, the seller is given 
$120,000 in cash and $230,000 is a 
“reserve oil payment.” This is a 
legal instrument whereby, before 
PPI can get any revenues from 
the property, it must first pay off, 



































years after issuance, these units out of petroleum produced and 
sold as high as 180. They have sold, the $230,000 plus interest at 
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creasing unpaid balances. This re- 
serve oil payment has no maturity 
date. It simply runs on _ until 
enough oil has been surfaced and 
sold to pay it off. (Proration can 
make it quite a long-term invest- 
ment.) The seller of the property 
may then sell his reserve oil pay- 
ment to a bank or insurance com- 
and thus realize “all cash” 


pany, 
from disposal of his producing 
property. 

It is in this manner that PPI 


acquires its portfolio and, to re- 
vert to the example above, the net 
result is that for only $120,000 of 
its own cash, PPI has acquired 
$770.000 ($1,000,000 less $230,000) 
in proven oil reserves, a leverage 
of over 6 te 1. As a matter of 
fact, it seems to be the company 
aim. to achieve a leverage ratio of 
invested and committed capital to 
estimated future net revenue, of 
6 to 1 (or higher). 

From the foregoing, you can see 
why ii is that PPI doesn’t show 
net earnings and pay dividends. 
It’s using its revenues to pay off 
debt, and to acquire additional 
property under similar financial 
arrangements. 

The actual results show that 
from organization till Feb. 28, 1958 
PPI had made 38 separate pur- 
chases of oil and gas properties 
involving a total of $40,250,000. 
Of this, PPI has used but $6,750,- 
000 of its own funds, with the bal- 
ance, $31,500,000, being financed 
by the aformentioned reserve oil 
payments. Altogether, production 
is now obtained from 622 wells 
located in Texas, Oklahoma, Loui- 
siana, New Mexico and. Kansas. 
These created gross revenues (be- 
fore production payments) for the 
six months ended Feb. 28, 1958. of 
$2,245,558 of which $1.756.384 was 
from oil and the balance from 
gas. During the same period, a 
net loss of $181,000 was recorded. 

The reai thing to look at in PPI 
is the steadily rising total of cal- 
culated net revenues from proven 
petroleum reserves, after all prior 
debt and interest charges have 
been met. This figure worked out 
to about $55 million on Feb. 28, 
1958 or roughly $29 a share. Of 
course, this figure must be heavily 
discounted as such a realization is 
many years off. 

There are, however, some inter- 
esting plusses in the picture. The 
above calculation takes no infla- 
tion into account. Most economists 
analysts, business and _ financial 
leaders believe that we are in a 
long-term inflationary trend that 
has no foreseeable limit. Thus, 
over time, higher prices for crude 
are expected. Natural gas prices 
are unlikely to go down because 
most sales are on long-term fixed 


contracts, usually at escalating 
prices; and the future demand 


projection for gas is little short of 
terrific. Other factors, too, favor 
an increasing increment from 
known oil in the ground. The 
original evaluations are almost al- 
ways ultra-conservative and reali- 
zations can substantially exceed 
them by more efficient extraction 
processes, such as flooding; or the 
location of more extensive and 
richer pay zones than evident at 
the time of original appraisal. 
And, of course, a more rapid pay- 
out than anticipated can reduce 
interest charges and accelerate 
delivery of cash into the company 
till. 

Here then in PPI common is a 
unique speculation, not unlike 
Texas Pacific Land Trust cirea 
1958. An exciting long-term and 
highly leveraged call on under- 
ground oil, it presents an attrac- 
tive hedge against inflation. But it 
should not be acquired by im- 
patient speculators since time is 
an integral ingredient in the capi- 
tal gains’ formula here. Operating 
management is tops; and the board 
of directors comprises an elite 
group of successful and magnifi- 
cently solvent individuals. You’d 
love to have any one of them as a 
co-maker! 
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What Lies Ahead for 
The Bond Market? 


By ROBERT VAN CLEAVE* 


Vice-President, Research, C. F. Childs and Company 
New York City 


Savings associations are advised not to “trifle with long-terms”’ 
as they do not provide reliable source of liquidity by analyst 
of government bonds. Mr. Van Cleave sees recession “reaching 


close to bottom right now”; 


anticipates almost $10 billion 


deficit financing in July-December half-year; and holds that 
Treasury decision not to issue long-terms might result in 
sharp price rise. 


Right now at least four major 
factors. affect the outlook for 
bond markets and interest rates. 
In addition to the three usually 
discussed — 
business con- 
ditions, Treas- 


ury policy, 
and Federal 
Reserve 


System policy. 
—there is the 
technical 
situation in 
the Treasury 
bond market. 
It well may be 
at least as 
important as 
the others. 

On business 
conditions, we 
can agree with the pessimists that 
no new up-surge is visible in the 
near at hand future. We can differ 
with them on the desirability of 
efforts to re-kindle a boom before 
adjustments necessitated by the 
previous one have been made. All 
agree that it was an excess of con- 
sumer demand for such major 
items as houses and autos which 
led to an unsustainable rate of 
growth in personal debt: likewise, 
that it was an unsustainable rate 
of business investment in plant 
and equipment which has pro- 
duced a productive capacity be- 
yond the ability of present final 
demand to absorb. What merit 
can there be in suggestions that 
these excesses be resumed by en- 
couraging business firms and 
persons to undertake new pro- 
grams of debt expansion? 

I think we all indeed should 
pray that no boom is to be 
expected soon — especially one 
artificially cranked up by inifla- 
tionary programs of any sort. 


Robert Van Cleave 


Close to Bottom Now 

If renewal of a modest rate of 
growth is a reasonable objective, 
I personally feel that we may look 
with confidence to the appearance 
of such a movement about the 
fourth quarter. I am one of those 
who agree with the President and 
his advisers — and quite a few 
others—that the current recession 
is reaching close to bottom right 
now. 

I connect this view with the 
rising trend of Federal Govern- 
ment spending for defense and for 


other necessary or at least useful 
projects. This is the part of 
spending which appears in the 


Gross National Product figures. In 
addition, however, I think con- 
siderable importance attaches to 
those other items of outgo re- 
ferred to as “transfer payments,” 
since every dollar of Treasury 
outlay is a dollar of income to 
some one in the private sector. It 
constitutes an upward pressure of 
considerable force. I think State 
and local government spending 
also can be relied upon for 
another increase this year of at 
least $3 billion over the previous 
year. 

Consumers, I think, may by the 
fourth quarter have altered their 
views on what is a desirable rate 


of spending. At present they are 
behaving sensibly, paying oif 


debts and laying up some savings. 


*From a talk by Mr. Van Cleave before 
 , District League of Savings and 
Loan Associations, Schenectady, New 
York, May 14, 1958. 


It is worth noting, 
that their spending has been re- 
duced only slightly during the 
first quarter, and. that retail sales 
in April actually turned upward 
by 2% for the month. Meantime, 
as their debt burden is reduced, 
their stock of durable goods ig 
wearing out. ; 

Businessmen also, we should re- 
member, have not abandoned 
plant and equipment spending en- 
tirely—tthey have only reduced 
the rate. Inventories are not likely 
to continue long to be contracted 
at the $7.5 billion rate of the first 
quarter. I expect a smaller rate 
of de-cumulation in this and the 
third quarter, with a probability 
of.some small shift to accumulae 
tion in the fourth. We should keep 
in mind that with any improve- 
ment in sales, the inventory-sales 
ratio will begin to look a great 
deal better. 


incidentally, 


Treasury Operations 

As to Treasury Department ope 
erations and policy, the big fact 
ahead is that in the fiscal year 
1959 which begins in July total 
cash outlays seem likely to mount 
to $92 billion or more. With cash 
income in the neighborhood of 
$82 billion, there is the require- 
ment to finance a deficit of 
around $10 billion—practically all 
of it in the July-December half- 
year. 

This means a series of quite 
substantial cash offerings. of new 
securities, in addition to a re- 
funding program whose major 
items will include a $11.5 billion 
operation on Aug. 1; $12.2 billion 
Dec. 1-15, and $14.9 billion Feéb, 
14-15. 

You are all familiar with the 
debate raging over whether the 
Treasury can or should sell long- 
term bonds. I shall not here go 
into that matter in detail. I shall 
suggest, however, that the volume 
of new securities to come is so 
great that no sector of the market 
can reasonably consider itself 
completely safe from the impact 
of a substantial new supply. 

Now, about Federal Reserve 
System policy, it must be noted 
that measures already taken have 
been fairly massive; they have al- 
ready produced ae collapse in 
short-term money market yields, 
and a very considerable lowering 
of long-term rates. 

The question is whether further 
easing is desirable; whether in 
fact it could really make a real 
contribution to economic stability 
and without stirring up dangerous 
inflationary pressures. Would still 
lower long-term yields really in- 
duce investors to rush more 
eagerly into long-term commite 
ments? 

The 
money 


effect on the supply of 
cannot be neglected. Ale~ 
ready the easing in commercial 
bank positions has produced an 
increase in their Treasury secu<- 
rities holdings of probably $6 bil- 
lion; it is easy to foresee a further 
addition to their portfolios of 
around $8 billion in the remainder 
of the year. The implication is 
for an expansion of demand de« 
posits—the major element in the 
money supply—of as much as 6% 
to 10%, when their acquisitions of 
tax-exempt securities and of some 
seasonal increase in loans are 
taken into account. An increase 
in money supply presents no ine 
flationary hazards<e ‘ong as busie 














ness is declining and turnover of 
money is falling; it is always a po- 
tential for explosion however, 
when some perhaps wholly un- 
foreseen combination of events 
touches off a new wave of buying 
demand. 

The Federal Reserve System 
authorities are fully aware of all 
this. I think we may be sure that 
while they may feel compelled 
to supply all the reserves clearly 
needed in present conditions, they 
will be equally prepared to re- 
verse themselves when the need 
is no longer visible. 


Technical Situation 

Finally, the technical situation 
demands attention. There are a 
number of points on both the bull- 
ish and the bearish sides. 

There is no present prospect of 
a shift in monetary policy toward 
tightness; nor is any likely within 
several months at least. While 
there are no signs of a let-up in 
government financing, or in tax- 
exempt issues, the corporate new 
issue calendar might slacken in 
the last half. At least, June is 
typically a veak month for the 
corporate market, followed by a 
slow-down in July and August, 
and this perhaps may be some- 
what accentuated this year. Mort- 
gage debt, it seems to me, is likely 
to show an increase fairly com- 
parable to last year, when it was 
nearly $12 billion. The Treasury 
may, perhaps, decide against issu- 
ing any long-term bonds this 
year, which naturally would re- 
move a great weight from the 
market. A sharp price rise might 
follow such a decision. 

On the other hand, it seems to 
me the Treasury will be practi- 
cally compelled to issue new se- 
curities in all maturity ranges. 
There is also the incalculable 
element of individual speculators. 
How long, for example, will they 
hold on to Government bonds? 
How long will they refrain from 
deserting this market in favor of 
a return to the stock market? The 
latter’s remarkable resistance to 
a decline may become an irre- 
Sistible attraction at almost any 
moment. Efforts by such holders 
to capture their Government mar- 
ket profits might set up a snow- 
ball effect. 

Besides these itinerant specula- 
tors, there is reason to think that 
some commercial bank portfolio 
officers are seriously considering 
the capture of the quite handsome 
profits they now have available 
on maturities longer than they 
consider desirable for permanent 
holding. There is some hazard 
that too many holders of all kinds 
are merely seeking the precise 
timing for sales they already have 
determined to make. Bankers, 
like all the rest of the investment 
fraternity, have keen memories of 
the 1954-55 incident and its effect 
on profits and portfolios. 


Crux of the Matter 

The important point here is 
psychological. Practically no one 
believes this recession is going 
te last forever: there is no thought 
of low-level stagnation like that 
of the 1930's. Everyone grants 
that Federal Reserve easy money 
policies will not last forever, 
either. The crux of the matter is 
that all believe present conditions 
are not permanent, but tempo- 
rary, and many would prefer to 
suffer low earnings during a pe- 
riod they believe to be temporary, 
rather than to be “locked in” or 
face heavy losses later. 

Thus, it is a matter of timing 
primarily, and this is a very un- 
Stable, delicate situation. While 
basic factors might point to a 
level or slowly rising trend of 
bond prices, fluctuations ahead 
are likely to be large. And the 
sword hanging over the head of 
the market is that any downward 
zig in the market may not be 
fellowed by an upward zag. 

For savings associations, it 
Seems to me, the course should 
be fairly clear. It is certainly 
clear with respect to those secu- 
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rities held for the purpose of pro- 
viding for reserves of liquidity. 
Such reserves are no good at all 
unless they actually can be con- 
verted into cash when or if the 
need arises — and experience of 
the last several years has demon- 
strated beyond doubt that long- 
term bonds do not provide this 
reliable source of liquidity. While 
there may be many institutions 
who have surpluses of funds with 
which some risk in long-terms is 
justified, my suggestion to you is 
that you do not trifle with long- 
terms in your liquidity reserves. 


With Bankers Bond Co. 


(‘Special to Tus Frvancsat CHRONICLE) 
LOUISVILLE, Ky.—Charles H. 
Gartrell is with The Bankers 
Bond Co., 237 South Fifth Street. 


Jack Isbell Opens 


HOUSTON,, Tex.—Jack D. Isbell 
is engaging in a securities busi- 
ness from offices in the Citizens 
State Bank Building. He was for- 
merly with Robert D. Brown & 
Co. and Goodkody & Co. 


FIG Banks Place Debs. 


The Federal Intermediate Credit 
Banks offered yesterday (May 21) 
a new issue of approximately 
$140,000,000 of 1.60% 9-month 
debentures, dated June 2, 1958 and 
maturing March 2, 1959. They are 
priced at par. 

It was also announced that is- 
sues already outstanding maturing 
Oct. 1, 1958 and Dec. 1, 1958 were 
reopened for $10,000,000 each and 
sold at a premium. Proceeds from 
the financing will be used to re- 
fund $93,000,000 of 412% deben- 
tures maturing June 2, 1958 and 
for lending operations. 

The new issue is being offered 
through John T. Knox, Fiscal 
Agent and a nationwide group of 
security dealers. 


Joins C. E. Thenebe 


(Special to Taz Financia CHRONICLE) 
HARTFORD, Conn.—Anita Earl 
has been added to the staff of 
Charles E. Thenebe & Associates, 
36 Pearl Street. 


With American Securities 
(Special to THe FINaNctaL CHRONICLE) 

HARTFORD, Conn. — Carolyn 

R. Wentworth is now with Amer- 


ican Securities Corporation, 75 


Pearl Street. 


E. T. Andrews Adds 


(Special to Tae FrnanctaL CHRONICLE) 
HARTFORD, Conn.—Lester F. 
Beck has been added to the staff 
of E. T. Andrews & Co., 75 Pearl 
Street, members of the Boston 
Stock Exchange. 


With Coburn Middlebrook 


(Special to Tus FInaNncraL CHRONICLE) 
HARTFORD, Conn. — Anne C. 
Greene and Marshall J. Sklarew 
are now affiliated with Coburn & 
Middlebrook, Inc., 100 Trumbull 
Street. 


With Merrill Lynch 


CLEVELAND, Ohio — William 
L. Goldman is with Merrill Lynch, 
Pierce, Fenner & Smith, 216 Su- 
perior Avenue, N., E. 
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Dean Witter Branch 


MODESTO, Calif.—Dean Witter 
& Co. has opened a branch office 
at 1021 J Street under the man- 
agement of William L. Warner. 
Mr. Warner was formerly locab 
manager for Hooker & Fay. 


Now Coleman & Co. 


The firm name of Coleman, 
Fagan & Co., 120 Broadway, Neve 
York City, members of the New 
York Stock Exchange, was 
changed to Coleman & Co., effec- 
tive May 1. 


Luban Opens Office 


BRONX, N. Y.—Peter Luban is 
conducting a securities business 
from offices at 1409 West Street. 


Forms Mackay & Co. 
READING, Pa, — William P. 
Mackay has formed Mackay & Ca, 
with offices at 1217 North 13th 
Street to engage in a securities 
business, 





New Issue 


Dated June 15, 1958 


and by Messrs. 


lalementl, copte af-< A 


Sguwre 


Blyth & Co., Inc. 


Goldman, Sachs & Co. 
White, Weld & Co. 
A. G. Becker & Co. 


Incorporated 


Dominick & Dominick 





These Bonds are offered vhen, d ] 
, Sanders 5 De mpsey, Cle eland, Ohio. This 
ch may be , 


Lehman Brothers 


The First Boston Corporation 


Braun, Bosworth & Co. 
J. C. Bradford & Co. 
Equitable Securities Corporation 


R. W. Pressprich & Co. 


Hemphill, Noyes & Co. 
F. S. Smithers & Co. 


$32,000,000 
STATE OF OHIO 


6%, 2.80%, 2.70%, 242%, 2.40% and 2% Major Thoroughfare Construction Bonds, Series J 


(Payable from Selective Excise Taxes) 


Due March 15 and September 15, as shown below 


Principal and semi-annual interest (March 15 and September 15, first coupon payment date September 15, 1958) payable in Columbus, Ohio; New York, 
Vew York; Chicago, l/linois; or Cleveland, Ohio. Coupon bonds in the denomination of $1,000, registerable as to principal only or as to both principal 
and interest. Bonds initially issued as coupon bonds or registered bonds may be exchanged for fully registered bonds of the same maturity, or coupon 
bonds, as the case may be, without expense to the holder thereof. Subsequent exchanges or registrations shall be at the expense of the holder thereof. 


Interest exempt, in the opinion of counsel, from Federal Income Taxes under existing 


Statutes, Regulations and Court Decisions 


Exempt, in the opinion of counsel, from all taxes levied by the State of Ohio or any 


taxing subdivision or district thereof 


ISSUe€d ANd received OV US, 


as and if 


; fal 
Old ned from such of the unde 


Harriman Ripley & Co. 
Incorporated 


Kidder, Peabody & Co. 


Incorporated 
Blair & Co. 
Incorporated 
Hornblower & Weeks 


Dean Witter & Co. 
Francis I. duPont & Co. 


W. E. Hutton & Co. 


‘hbrect lo pi Or Sale é 
SnHolan offer to sellthese securiltte + 
igned and other underwrite 


Halsey, Stuart & Co. Inc. 


Smith, Barney & Co. 


McDonald & Company 


Bache & Co. 


Estabrook & Co. 


The Weil, Roth & Irving Co. 


These Bonds, to be issued under the provisions of Section 2c of Article VIII of the Constitution of Ohio, as adopted at the general 
election in said state on November 3, 1953, for the purpose of providing moneys for acquisition of rights-of-way and for construction 
and reconstruction of highways on the state highway system, will be, in the opinion of counsel, together with Series A, B, C.D, E. 
I’, G, H and I Bonds presently outstanding, and al] other bonds hereafter issued under authority of said Section 2c, payable solely 
from moneys derived from fees, excises or license taxes levied by the State of Ohio relating to registration, operation or use of 
vehicles on public highways or to fuels used for propelling such vehicles and provision has been made by law of the State of Ohio for 
the setting aside of a sufficient amount of such fees, excises or license taxes each year to pay interest on and the principal 
of the bonds becoming due each year, without other legislative appropriation. 


Amount Rate Due a Prive Amount Rate Due a Price Amount Rate Due a Prive 
$1,105,000 6°%, Sept. 15,1958 .75°%, $1,105,000 2°7, Sept. 15,1963 100°, $1,105,000 214°, Mar. 15,1968 2.65°% 
1,105,000 6 Mar. 15,1959 .90 1,105,000 2.40 Mar. 15,1964 2.20 1,100,000 2% Sept.15,1968 2.65 
1,105,000 6 Sept. 15,1959 1.00 1,105,000 2.40 Sept. 15,1964 2.20 1,100,000 2.70 Mar. 15,1969 100 
1,105,000 6 Mar. 15,1960 1.20 1,105 000 21% Mar. 15,1965 2.35 1,100,000 2,70 Sept. 15,1969 100 
1,105,000 6 Sept.15,1960 1.40 1,105,000 214 Sept, 15,1965 2.35 1,100,000 2.80 Mar. 15,1970 100 
1,105,000 2 Mar. 15,1961 1.60 1,105,000 21% Mar. 15,1966 2.45 1,100,000 2.80 Sept. 15, 1970 100 
1,105,000 2 Sept. 15,1961 1.70 1,105,000 214 Sept. 15,1966 2.45 1,100,000 2.80 Mar. 15,1971 2.85 
1,105,000 2 Mar. 15,1962 1.80 1,105,000 214 Mar. 15,1967 2.55 1,100,000 2.80 Sept. 15,1971 2.85 
1,105,000 2 Sept. 15,1962 1.90 1,105,000 21% Sept. 15,1967 2.55 1,100,000 2.80 Mar. 15,1972 2.85 
1,105,000 2 Mar. 15,1963 100 Aeceied interact te he edded 1,100,000 2.80 Sept.15,1972 2.85 


nd approval of lega ty by the 1 ttos 


Merrill Lynch, Pierce, Fenner & Smith 


Incorporated 


Alex. Brown & Sons 
F. S. Moseley & Co. 


Bacon, Stevenson & Co. 


W. H. Morton & Co. 


Incorporated 


said offeringis made only by means of the offpcial 


, ohe — a . -* 
as may lawyuuly ohter the @ securil 


B. J. Van Ingen & Co. Inc. 
Drexel & Co. 


A. C. Allyn and Company 
R. S. Dickson & Company 
Paine, Webber, Jackson & Curtis 
William Blair & Company 


First of Michigan Corporation 


Wood, Struthers & Co. 


May-ar, 1958 


nev General of the State of Ohio 


in this State. 


The Ohio Company 
Glore, Forgan & Co. 
Phelps, Fenn & Co. 


Bear, Stearns & Co. 


Incorporated 


Ira Haupt & Co. 
Reynolds & Co. 


















Dealer-Broker Investment 
Recommendations & Literature 


it is understood that the firms mentioned will be pleased 
. to send interested parties the following literature: 


ING 


COM 
EVENTS 


Oo 
V 


In Investment Field 








Atemic Letter (No. 36) with comments on British uranium 
purchases from Canada, growing atomic navy, atomic equip- 
ment market, Preston East Dome Mines and Algom Uranium 
Mines—Atomic Development Mutual Fund, Inc., 1033 30th 
Street, N. W., Washington 7, D. C. 

Banks and Trust Companies of the United States—Comparative 
figures as of March 31, 1958—New York Hanseatic Corpora- 
tion, 120 Broadway, New York 5, N. Y. 

Burnham View — Monthly investment letter — Burnham and 
Company, 15 Broad Street, New York 5, N. Y. Also avail- 
able is current Foreign Letter. 


Canadian Loan and Trust Companies — Analysis — Cochran, 


Murray & Hay, Dominion Bank Building, Toronto, Ont., 
Canada. 
Chemical and £thical Drug Industry price indexes — Smith, 


Barney & Co., 20 Broad Street, New York 5, N. Y. 

Crude Oil—Study—Boni, Watkins, Jason & Co., Inc., 37 Wall 
Street, New York 5, N. Y. 

Favored Industry Portfolios—In “Current Comments for In- 
vestors’’—Francis I. du Pont & Co., 1 Wall Street, New York 
5, N. Y. Also in the same issue is a list of seasonally favored 
stocks and a discussion of May Department Stores. 

Fire and Casualty Companies—1957 pcr share results on 90 
companies—Robert H. Huff & Co., 210 West Seventh Street, 
Los Angeles 14, Calif. Also available are studies of Ameri- 
can Equitable Assurance Company, Merchants and Manufac- 
turers Insurance Company, New York Fire Insurance Com- 
pany and Globe & Republic Insurance Company. 

French Situation and World Sugar Market — Analysis — Lam- 
born & Company, Inc., 99 Wall Street, New York 5, N. Y. 
Investment Portfolios designed to provide a dividend check 
each month—Laird, Bissell & Meeds, 120 Broadway, New 

York 5, N. Y. 

Japanese Prospects for 1958—Analysis in current issue of “No- 
mura’s Investors Beacon”—Nomura Securities Co., Ltd., 61 
Broadway, New York 6, N. Y. Also in the same issue are 
discussions of Series Type Investment Trusts in Japan and the 
Iron and Steel Industry. 

Japanese Stocks — Current information — Yamaichi Securities 
Company ef New York, Inc., 111 Broadway, New York 7, 
New York. 

Latest Field Report—Harris, Upham & Co., 120 Broadway, New 
York 5, N. Y. 

Natural Gas Industry—Survey—E. F. Hutton & Company, 61 
Broadway, New York 6, N. Y. Also in the same circular is a 
brief analysis of General American Transportation Corp. 

New York City Banks—First quarter earnings comparison of 
13 New York City Banks — Laird, Bissell & Meeds, 120 
Broadway, New York 5, N. Y. 

Over-the-Counter Index—Folder showing an up-to-date com- 
parison between the listed industrial stocks used in the Dow- 
Jones Averages and the 35 over-the-counter industrial stocks 
used in the National Quotation Bureau Averages, both as to 
yield and market performance over a 19-year period — 
yak Quotation Bureau, Inc., 46 Front Street, New York 

Securities Outlook for the investor and business executive—- 
G. H. "Waiker & Co., 1 Wall Street, New York 5, N. Y. 

Treasure Chest in the Growing West—Booklet explaining in- 
dustrial. opportunities of area served—Utah Power & Light 
Co., Dept. K, Box 899, Salt Lake City 10, Utah. 


Allied Mills, Inc. — Analysis — Peter P. McDermott & Co., 42 
Broadway, New York 4, N. Y. Also available is a report on 
Ford Motor Co. 

Avien, Incorporated—Report—Whitehall Securities Corpora- 
tion, 52 Wall Street, New York 5, N. Y. 





May 22-23, 1958 (Nashville Tenn.) 
Security Dealers of Nashville 
dinner at Hillwood Club, May 
22, outing at Belle Meade Coun- 
try Club May 23. 


May 23, 1958 (New York City) 
STANY Glee Club annual 
cocktail party, dinner and dance 
at the Belmont Plaza. 


May 23, 1958 (Philadelphia, Pa.) 
Investment Association of Pnil- 
adelphia annual outing at the 
Philadelphia -Cricket Club 
Flourtown, Pa. 

June 2, 1958 (Syracuse, N. Y.) 
Bond Club of Syracuse annua 
outing at Hinerwadels Grove 
North Syracuse. 


June 6, 1958 (Los Angeles, Calif.) 
Bond Club of Los Angeles an- 
nual Field Day at the Oakmont 
Country lub. 

June 6, 1958 (Pittsburgh, Pa.) 
Bond Club of Pittsburgh annual 
spring outing at the Longue Vue 
Club. 

June 6, 1958 (Chicago, Il.) 

Bond Club of Chicago 45th an- 
nual field day at the Knollwood 
Club. 


June 7, 1958 (Toledo, Ohio) 
toledo Kond Ciub annual out 
ing at the Invernes Country 
Club. 


June 13-14-15, 1958 (Los Angeles 


Calif.) ‘ 
Security Traders Association oi 
Los Angeles annual Spring 


Party at the Coronado Hotei 
Coronado, Calif. 

June 13, 1958 (New York City) 
Municipal Bond Club ot New 
York 25th annual field day ai 


American Investors Corporation—Bulletin—De Witt Conklin 
Organization, 120 Broadway, New York 5, N. Y. Also avail- 
able is a bulletin on Pacific Gamble Robinson Co. 

Charles Bruning Company, Inc.—Analysis—William Blair & 
Company, 135 South La Saile Street, Chicago 3, Ill. 


Carter Products —- Report 
Street, New York 5, N. Y. 
Retail Trade stocks. 


—~ Thomson &° McKinnon, 11 Wall 
Also available is a bulletin on 


Continental Commercial Corporation—Analysis—Singer, Deane 
& Scribner, Union Trust Building, Pittsburgh 19, Pa. 
Continental Motors—Analysis—du Pont, Homsey & Company, 


31 Milk Street, Boston 9, Mass. 


Also in the same circular 


zwre analyses of Heyden Newport Chemical and Philip Morris. 
Crowell Collier Publishing Company—Analysis—Gude, Win- 
mill & Co., 1 Wall Street, New York 5, N. Y. 


Drilling & Exploration Company— Analysis 


J. R. Williston & 


Beane, 115 Broadway, New York 6, N. Y. 


lederated Department Stores Incorporated — 


Analysis — Rey- 


nolds & Co., 126 Broadway, New York 5, N. Y. Also avail- 
able are reports on Bailey Selburn Oil & Gas Ltd., Foxboro 
Company and American Bosch Arma Corporation and a re- 
view of the current investment situation. 

General Development Corporation—Analysis—Blair & Co., In- 
corporated, 20 Broad Street, New York 5, N. Y. 


Gimbel Brothers — Daia — Cohen, Simonson & Co., 25 
N. Y. Also in the same circular are data 


Street, New York 4, 
on Gas Service Co, 


Broad 


Gulf Interstate Gas—Report—Eppler, Guerin & Turner, Inc., 
Fidelity Union Life Building, Dallas 1, Tex. 

Johnson Service Company—Report—Loewi & Co. Incorporated, 
225 East Mason Street, Milwaukee 2, Wis. 

Mine Safety Appliances Co.—Study—Troster, Singer & Co., 74 


The Commercial and Financial Chronicle . 


~ th 








For financial institutions . . . 


Now available — 
4 Page Study of: 
Mine Safety Appliances Co. 


World’s largest producer of safety equipment; 
the pioneer: manufacturer of high-energy 
boron fuels and thermal batteries; leader 
in high temperature liquid metal technology. 


lroster, Singer & Co. 
Members New York Security Dealers Association 


74 Trinity Place, New York 6, N. Y. 
HAnover 2-2400 


Teletype NY 1-376-377-378 


Trinity Place, New York 6, N. Y. 

National Telefilm Associates, Inc.—Memorandum—Cruttenden, 
Podesta & Co., 209 South La Salle Street, Chicago 4, II. 
North American Aviation, Inc.—Analysis—Purcell & Co., 50 
Broadway, New York 4, N. Y. Also available is a list of 

stocks yielding 6%. 

Pacific Petroleums Ltd. — Circular — F. M. Mayer, 30 Broad 
Street, New York 4, N. Y. 

Pennsalt Chemical Corp.— Memorandum—Hemphill, Noyes & 
Co., 15 Broad Street, New York 5, N. Y. 

Planet Corp.—Memorandum—Hudson White & Company, Buhl 
Building, Detroit 26, Mich. 

Plough, Inc. — Memorandum —~ Green, Ellis & Anderson, 61 
Broadway, New York 6, N. Y. Also available is a memoran- 
dum on Thatcher Glass, 

St. Regis Paper Co. — Memorandum — Auchincloss, Parker & 
Redpath, 729 Fifteenth Street, N. W., Washington 5, D. C. 
Also available is a memorandum on S. S. White Dental 
Manufacturing Co. 

Tokheim Corp. — Memorandum — Fulton Reid & Co., Union 
Commerce Building, Cleveland 14, Ohio. 

United Fruit Co. — Memorandum — Woodcock, Hess, Moyer & 
Co., 123 South Broad Street, Philadelphia 9, Pa. 

Valley National Bank — Memorandum — Refsnes, Ely, Beck & 
Co., 112 West Adams Street, Phoenix, Ariz. 

Western Racing Inc.—Memorandum—General Investing Cor- 
poration, 80 Wall Street, New York 5, N. Y. 

Williams-McWilliams Industries, Inc.—Report—Manly-Markell 
Associates, 11 West 42nd Street, New York 36, N. Y. 

Woodley Petroleum—Bulletin—-Bache & Co... 36 Wall Street. 

New York 5, N. Y. 














SECURITY TRADERS ASSOCIATION OF NEW YORK 

The STANY Bowling League will hold its Annual Dinner on 
Thursday, June 5, at the Antlers, 67 Wall Street, beginning at 
9:30 p.m. Reservations may be made with Sidney Jacobs, Sidney 


Jacobs Company. 


SECURITIES TRADERS ASS’N OF DETROIT & MICHIGAN 
The Securities Traders Association of Detroit and Michigan, 


Inc., will hold their Annual Summer Outing on Tuesday. June 24 
at ithe Lakepoint Golf and Country Club. 


, 


.. Thursday, May 22, 1958 





Westchester Country Club, Rye, 
a 

June 18-21, 1958 (Canada) 
Investment Dealers’ Association 
of Canada annual convention at 
Manoir Richelieu, Murray Bay, 
Quebec. 

June 19, 1958 (Minneapolis-St. 

Paul) 
Twin City Bond Club annual 
picnic and outing at the White 
Bear Yacht Club, White Bear 
Lake, Minn. 

June 20, 1958 (Philadelphia, Pa.) 
Investment Traders Association 
of Philadelphia suremer outing 
at Overbrook Country Club, 
Radnor Township, Pa. 

June 24, 1958 (Detroit, Mieh.) 
Securities Traders Association of 
Detroit & Michigan annual sum- 
mer outing at the Lakepointe 
Golf Country Clu 

June 27, 1958 (Detroit, Mich.) 
Bond Club of Detroit annual 
summer outing et Lakepointe 
Country Club. 

June 27, 1958 (New York City) 
Investment Association of New 
York outing at Sleepy Hollow 
Country Club, Scarborough on 
the Hudson, Scarborough, N. ‘Y. 

June 27, 1958 (Philadelphia, Pa.) 
Philadelphia Securities Asso- 
ciation annual outling at the 
Overbrook Golf Club, Bryn 
Mawr, Pa. 

June 28, 1958 (Chicago, Ill.) 
Security Traders Association of 
Chicago summer golf outing at 
the Woodridge Country Club, 
Lisle, Ill. 

Sept. 18-19, 1958 (Cincinnati, 


Ohio) 
Municipal Bond Dealers Group 
annual outing — cocktail and 


dinner party Thursday at Queen 
City Club; field day Friday at 
Maketewah Country Club. 
Sept. 29-Oct. 3, 1958 (Colorado 
Springs, Colo.) 
National Security Traders Asso- 
ciation Annual Convention at 
the Broadmoor. 

Oct. 6-7, 1958 (Boston, Mass.) 
Association of Stock Exchange 
Firms Board of Governors 
meeting at Somerset Hotel. 

Nov. 30-Dec. 5, 1958 (Miami 

Beach, Fla.) 
Investment Bankers Association 
of America annual convention 
at the Americana Hotel. 

Nov. 2-5, 1959 (Beca Raton, Fla.) 

National Security Traders Asso- 

ciation Annual Convention at 

the Boca Raton Club. 


-_——=s 


vigilance 


Final victory 
over cancer will come from 
the research laboratory. But 
there are victories today. 
Many cancers can be cured 
when detected early and 
treated promptly. Vigilance 
is the key to this victory. 


There are seven signals 
which might mean cancer, 
Vigilance in heeding them 
could mean victory over cane 
cer for you. 


1. Unusual bleeding or discharge, 
2. A lump or thickening in the 
breast or elsewhere. 3. A sore 
that does not heal. 4. Change in 
bowel or bladder habits, 
5. Hoarseness or cough. 6. Indi- 
gestion or difficulty in swallow- 
ing. 7. Change in a wart or mole, 


if your signal lasts fonger than 
two weeks, go to your doctor to 
learn if it means cancer. 


AMERICAN 
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Hard, Cold, Economic Facts 
Are Not Politically Popular 





By WILLIAM A. McDONNELL* 


Chairman. Board of First National Bank in St. Louis 
and 
President, Chamber of Commerce of the United States 


National business leader and St. Louis banker believes most 

of the anti-recession bills introduced in Congress are merely 

expensive election year gestures. Mr. McDonnell warns that 

the Federal deficit may reach $10 billion next year and that 

the Government, in its zeal to help five-million “temporarily 

unemployed” may unwittingly and permanently hurt 62 million 
who are employed. 


I would like to comment on the 


present economic situation and the 
of 
it. 


role of the U. S. Chamber 
Commerce in connection with 

We are in a 
recession— 
one of these 
cyclical down- 
ward swings 
which are 
normal in a 
free enter- 
prise system. 

An economy 
o f free 
individual] 
choice cannot 
Sezipeeer a 
perpetual 
boom. 

This reces- 
sion was the 
inevitable aftermath of World War 
II, and would have _ occurred 
earlier if it had not been post- 
poned by the Korean experience. 

During the War, when the in- 
dustrial machine was directed 
primarily to the production of the 
implements of war, there de- 
veloped great shortages of durable 
goods such as automobiles, ap- 
pliances, machinery of all kinds, 
and housing. 

Everybody wanted these things 
—and everybody started buying 
them once the war was ended and 
they began to become available. 
The pent-up demand greatly ex- 
ceeded production, and industrial 
concerns expanded their plant 
facilities so as to be able to pro- 
duce more. 

Then the inevitable happened 
we came to a point where the 
people’s wants were saturated. 
We found that we had enough 
homes, cars, and factories for the 
time being. Capital spent by cor- 
. porations for plant facilities began 
to shrink and the readjustment 
was on. That has been the 
historical experience after every 
war. 

That is the situation now. Is this 
a cause for panic or despair? Is it 
a reason to change our business 
system? Not at all. 


A. McDonnell 





Ww. 


As the West German Vicc- 
Chancellor. Ludwig Erhart, in 
commenting on ovr situation, re- 
cently put it: “I call the fire 
brigade when the house is in 
flames, but not when the milk 


boils over.” 

The economic machine has not 
stopped. It has just slowed down. 

What is to speed it up again’ 
Mainly the passage of time. You 
cannot reverse the downward 
movement overnight. 

There are some things govern- 


ment can do to help, but no 
amount of government interven- 
tion can alone reverse the reces- 
sionary trend. The cure takes 
place primarily, not on Capitol 
Hill, but in the market place 
where millions of people are 


buying and selling goods and serv- 
ices. 


Automatic Cushion 
We have certain automatic 
cushions that help. I refer to the 
built-in public revenue flexibility 
in our income tax system. By) 
virtue of this. as incomes drop, 
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disposable income drops less be- 
cause the tax-take drops more 
rapidly than the income drops. 
Thus, more funds are left in the 
hands of the taxpayer. 


Increases in government spend- 
ing, in the form of unemployment 


; compensation, relief, and the like, 
fF occur automatically when unem- 
_ ployment rises. These, in a sense, 


constitute a first line of defense, 
and have already gone into opera- 
tion without requiring government 
discretionary policy decisions to 
buoy up the economy. 

Furthermore, the economy of a 
strong and growing nation such 
as ours has natural recuperative 
powers. Every day that passes, 
thousands upon thousands of autos, 
refrigerators, washing machines, 
television sets and the myriad of 
other items of durable goods are 
wearing out, thereby creating a 
demand for new ones. 


With the passage of every 
month, the population of this 
country increases by 250,000, 


creating demands for new homes 
and all the equipment and furni- 
ture that go into them. 

I have said that there are some 
things that government can and 
should do. The first of these is 
the proper exercise of monetary 
policy —and that is being done. 
Starting last November, the Fed- 
eral Reserve System has, in suc- 
cessive steps, materially eased the 
credit situation, reducing the cost 
of credit and increasing its avail- 
ability. 

With more than four million 
separate business enterprises in 
the United States, new ideas are 
constantly coming forth; new 
products are in various develop- 
mental stages; and, as credit is 
eased, these new enterprises or 
new projects will help to offset 
recessionary trends in other sector's 
of the economy and work toward 
reasonably full utilization of re- 
sources. 

Debt Management 

Another aid to recovery that 
government can provide is in the 
field of debt management. The 
public debt should be so managed 


that it tends to increase the 
liquidity of the banking system 
and the economy during the 


periods of softer markets. 

As bank reserves and liquid as- 
sets grow, the pressure on their 
owners to put them to more 
remunerative use will help put a 
floor under recessionary tenden- 
cies, and this in turn, will help 
to spark recovery and re-employ- 
ment. 


If these measures prove in- 
adequate, the government can 
further accelerate its existing 


procurement and construction, in- 
cluding military construction and 
procurement. Finally, government 
can, if necessary, take action in 
the field of tax relief. 

The great danger is that govern- 
ment, in its anxiety to speed 
recovery, will use excessive medi- 
cine which would bring about in- 
flationary pressures and an exces- 
sive boom—which, in turn, would 
build a subsequent contraction 
worse than we now have. 

In other words, if you get the 
patient out of bed too soon with 
the wrong kind of medicine, he 
will have a serious relapse. 

And that is where the Chamber 
of Commerce of the United States 


comes in. There have been in- 
troduced in Congress some 30-odd 
major anti-recession spending 
bills, whose chief effect probably 
would be the generation of infla- 
tion. 


Most of these bills were hastily 
prepared without consideration of 
real needs. 

They provide chiefly for public 
works projects which are likely to 
take a year or more to get under 
way. Many of the bills amount to 
little more than the expensive 
gestures such as are usually made 
in an election year. 


A budget deficit this year is 
certain. Next year, the deficit 
could easily reach $10 billion in 
inflationary dollars. Consequently, 
the National Chamber is concen- 
trating its activities in a drive to 
halt inflationary spending that 
could harm employed and unem- 
ployed alike. 


May Hurt the Employed 
We are emphasizing that gov- 
ernment, in its zeal to help the 
five million who are temporarily 
unemployed, must be careful to 
avoid taking steps which would 
permanently hurt the 62 million 
who are employed. 
We believe that, 
midst of recession, 
mains our 

threat. 


We are taking the position that 
if resort is made to tax reduction, 
it should be of a nature that 
brings not merely temporary, but, 
lasting, benefits. It should give re- 
lief in the lower-income brackets, 
of course, but it should also 
lighten the burden in the upper 
brackets, so as to encourage the 
risk-taking investments which 
generate new enterprises and new 
jobs. 


the 
re- 
long-term 


even in 
inflation 
greatest 


Sensible tax reform would also 
include a reduction in the corpo- 
rate rates, so as to stimulate price 
reductions and plant expansion— 
and would also call for elimina- 
tion of wartime excise taxes—and 


for more realistic depreciation 
allowances. 


But the recession must be cured 
primarily in the market place 
rather than on Capitol Hill. Busi- 
ness itself must do the job. As the 
editor of The Guaranty Survey, 
published by the Guaranty Trust 
Company of New York, puts it: 


“Once the recession comes, the 
job of readjustment is much too 
big, too complex and too im- 
perfectly understood to be accom- 
plished by any sort of govern- 
mental action or policy. It is 
accomplished by business itself 
under the pressure of contracting 
markets and tightening competi- 
tion. Deadwood is cut out. Inven- 
tories, when excessive, are re- 
duced. Unsound projects are given 
up. Price and cost relationships 
are realigned. 

“Operating inefficiencies’ in 
labor and management are elim- 
inated or diminished. The quality 
of goods and services is improved. 
Inflated values are written down 
to realistic levels. The ‘lost art’ of 
salesmanship is rediscovered. De- 
mand for both consumption and 
investment is re-examined, and 
production schedules are altered 
accordingly. 

“These readjustments imply 
changes in prices as well, as in 
output and employment, and the 
more readily the price changes 
take place, the less severely are 
output and employment effected. 
All sectors of the economy are 
involved. The longer management 
clings to old methods, old products 
and old _ pricing policies, the 
longer it will take to recover the 
lost markets. 

“The more tenaciously laber in- 
sists upen maintaining or raising 
the cest of employment, the less 
employment there will be. The 
more strongly agriculture and its 
political friends hold out for 
arbitrary prices, the more re- 
stricted will be the markets for 
farm products. Any form of price 
rigidity tends to hamper the read- 
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justment and prolong the reces- 
sion.” 


These are the hard, cold eco- 


nomic facts. 


Not Popular Facts 


They are hard to take—-they are 
not palatable — they are not 
politically popular. But there is no 
royal, easy road out of a recession, 
if the cure is to be real instead of 
spurious. 


Those in every segment of the 
economy must make some sacri- 
fice—the owner in lower profits, 
the manager in harder work, some 
workers in temporary unemploy- 
ment, the others in foregoing 
increased wage demands—and the 
farmer in less subsidies. 


And so the Chamber of Com- 
merce of the United States has its 
work cut out for it in the months 
ahead. We feel very strongly that 
the leadership exerted during the 
next few years by the National 
Chamber, and the thousands of 
local and state chambers through- 
out the country, may well be the 
decisive force in determining the 
future of our free-enterprise sys- 
tem. 


Sydney B. Self With 
Goldman, Sachs & Co. 


Goldman, Sachs & Co., 20 Broad 
Street, New York City, members 
of the New York Stock Exchange, 
announced that Sydney B. Self, 
for many years. chemical and 
drug specialist for “The Wall 
Street Journal,’ has become asso- 
ciated with the firm as a member 
of its Securities Research Depart- 
ment. He will continue to special- 
ize in the chemical and drug 
fields. 


P. J. Toohey Opens 
BILLINGS, . Mont. — Philip J. 
Toohey is conducting a securities 
business from offices at 3010 
Rugby Drive. 
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A Tale of Two Towns 


By ROGER M. BLOUGH* 
Chairman of the Board, United States Steel Corporation 


In comparing two towns, Cleveland and Dusseldorf, with 
regard to steel product price competition, and our economy in 
general vis-a-vis foreign imports, Mr. Blough charges American 
labor is pricing itself out of the market in the face of rising 


competition from abroad. The 


steel industrialist denies tariffs 


and subsidies offer any solution and asserts the only practical 
remedy is to “compete on equal terms in quality, in price and 


in service; and . . . the only 


practical way . . . is to keep 


our costs—which means primarily our wage costs—competi- 

tive.” Labor is urged to keep wage costs from mounting until 

rising productivity restores competitive balance with foreign 

costs and business is asked to do everything in its power to 
maintain technological advantage. 


An expert, as you know, has 
been defined as a man who is 
able to avoid all minor mistakes 
as he sweeps on to the grand 
fallacy. And 
judging from 
all the diver- 
gent and con- 
tradictory 
panaceas that 
are currently 
being offered 
as a cure for 
the present 
economic 
recession, it 
occurs to me 
that another 
expert with 
another plan 
of that kind— \ 
added to those 
which already afflict us — could 
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set our business recovery back 
indefinitely. 
So, I shall prudently refrain 


from unveiling the Blough pre- 
scription for the care and feeding 
of prosperity. And instead, I 
should like—very simply—to dis- 
cuss two towns two towns 
which are many thousands of 
miles part, but which — in this 
shrinking world—are exerting an 
ever greater influence upon each 
other and upon the business con- 
ditions which now confront us. 


Two Towns: 
Cleveland & Dusseldorf 


One of these 
land. 

Now a lot of things have been 
happening in Cleveland. Its pop- 
ulation has grown, its industries 
have been expanding, and 50 new 
ones moved into Greater Cleve- 
land last’ year. Thus, its job 
opportunities have been growing 
too. And so have the many cul- 
tural advantages which it affords. 
In short, then, it is a good town 
in which to live, to work, to raise 
a family and to engage, gener- 
ally, in the pursuit of such happi- 
mess as we are privileged to seek 
in this topsy-turvy world. 

The other town I have in mind 
fis Dusseldorf, in Germany, and 
in many respects it’s a lot like 
Cleveland. It, too, is a great in- 
dustrial center which has been 
growing rapidly in recent years. 
It is attracting new industries, 
providing new jobs, building new 
schools, adding 12 to 15 thousand 
housing units per year, and en- 
larging still further the many 
cultural and artistic aspects of its 
community life. 

True, it is only about two- 
thirds the size of Cleveland: but 
still its transportation facilities 
have to handle some 380,000 per- 
gons in the rush hour traffic; and 
the number of passenger automo- 
biles on its streets has multiplied 
by two and a half times in the 
past two years. And if there 
remains in your minds any lin- 
gering doubt as to the similarity 
between these two. delightful 
communities, let me simply quote 
a sentence from “Fortune” maga-~ 
zine which reports that “Dussel- 
dorf, today, is noted for its rich 


towns is Cleve- 





*An address by Mr. B'-nch hefore 
Annual Meeting of Cleveland Chamber of 
vce, Cleveland, Ohio 


and beautiful women and for its 
hard-working and ambitious men.” 

So we must conclude, definitely, 
that Dusseldorf, too, is a good 
town in which to live, to work, 
to raise a family and to engage 
in the pursuit of happiness! 

Now by a curious coincidence— 
which is by no means uninten- 
tional — it happens that a major 
industry of both of these towns 
is steelmaking. Steel is one of 
Cleveland’s largest single indus- 
tries; and Dusseldorf is the center 
of an industrial area which pro- 


duces 85% of all the steel that 
is made in West Germany. 
But right at this point the 


similarity between Dusseldorf and 
Cleveland gives way to a number 


of significant differences which 
provide considerable food for 
thenght. Let’s look at a few of 
them. 


Differences 

First and foremost, perhaps, is 
the fact of the recession. In 
Cleveland many steelworkers — 
together with many men and 
women from other industries — 
are currently unemployed; and 
the primary concern of all of us 
in this room here today is to get 
these people back on the job and 
to find markets for the products 
they once made. But in Dussel- 


dorf, steel and other industries 
are humming along at much 


higher rates of operation. There 
is no marked unemployment, and 
they are managing very well with 
the markets for their products. 

Next is the fact that virtually 
all of the market for Cleveland’s 
steel lies here in the United 
States. At best, only a minor per- 
centage of your steel is sold in 
foreign markets. But 27% of the 
steel that is made in the Dussel- 
dorf area is exported; and these 
export markets for German steel 
have been growing considerably 
in recent years. So the prosperity 
of Dusseldorf’s steel mills does 
not depend on the ups and downs 
of their domestic demand to 
nearly the same extent that yours 
does here in Cleveland. 

Then, too, most of the steel 
mills here in the Cleveland area 
are modern and highly efficient; 
and while it is true that great 
strides are being made in improv- 
ing the Dusseldorf area mills, it 
is also true that a steelworker 
in Cleveland—using its modern, 
highly productive tools—can turn 
out more high quality steel with 
the expenditure of less time and 
effort than his German counter- 
part can. There is, however, an- 
other major difference; the weekly 
wage of a steelworker in Cleve- 
land is more than three times as 
high as the corresponding pay of 
the steelworker in Dusseldorf. So 
the cost of producing finished 
steel products there is substan- 
tially lower than it is here. 

Now what does all this mean 
to you in Cleveland? What does 
Dusseldorf matter to you? 

Well, let me give you just one 
example which concerns a reel 
of barbed wire. 

This one I am talking about is 
a very ordinary reel of barbed 
wire—one of the types most com- 
monly used for fences. It was 
manufactured by our American 


Steel and Wire Division; and it 
was delivered to a jobber whose 
warehouse is in Cleveland. 

But in the jobber’s warehouse 
it was placed alongside another 
reel of barbed wire that had been 
manufactured in Dusseldorf. That 
German wire was of exactly the 
same type, and it had come from 
a mill many thousands of miles 
away. It had been shipped from 
Dusseldorf to the sea, and across 
the ocean to New York. It had 
been freighted to Cleveland by 
rail, and hauled from the freight- 
yards to the warehouse by truck. 
Yet, delivered to that warehouse, 
it still cost the jobber $40 a ton 
less than the reel of wire we sold 
right here in Cleveland. 

Now next spring, of course, 
the people of Cleveland will cele- 
brate the opening of the St. Law- 
rence Seaway, and Cleveland it- 
self will become a great inland 
seaport of the United States. Per- 
haps the people of Dusseldorf will 
have reason to celebrate too. 
Their wire will no longer face 
the costly overland haul from New 
York to Cleveland. It can be 
shipped by boat direct to the 
docks on your Lake Erie Water- 
front, and thus it can be sold here 
even more cheaply than it 
today. 

Now it is certainly true there 
must be give-and-take in order 
to have international trade. It is 
also true that many Americans 
had jobs in the last few years 
because our exports of steel were 
considerably greater — primarily 
because of availability and quality 
—than our imports although the 
historic pattern is changing. 

Nevertheless, had this foreign 
wire—some 64,000 tons of it last 
year—been produced at home as 
much of it formerly was, it would 
have provided hundreds of thou- 
sands of man hours of work in 
the steel industry alone and kept 
coming those most important pay 
envelopes to the many American 
steelworkers who formerly made 
that wire; pay envelopes to the 
tune of about $6 million. 

So when a farmer comes into 
this city to buy wire for new fen- 
ces, what is he going to do? He 
likes progress in America, and he 
is just as anxious as you and I 
are to buy the products of Amer- 
ican industry and to support the 
jobs of American workmen. But 
he has his problems too, and the 
high cost of building fences is one 
of them. Does he buy the import- 
ed wire then? 

Well, a great many farmers cer- 


is 


tainly did last year — for while 
barbed wire is as American as 
blueberry pie while it was 


first patented and manufactured 
right here in the United States, 
and while it is little used in 
Europe and in other countries of 
the world — the fact remains that 
more than half of all barbed wire 
sold in America last year was 
imported from abroad. 

And barbed wire, of course, is 
only one small, but an important, 
example of what is happening in 
steel just as Cleveland and 
Dusseldorf are merely symbols of 
the many steel-producing centers 
at home and abroad, which are 
vying with each other for mar- 
kets. 

Out on the West Coast, the in- 
dustrious Japanese have bought 
scrap metal at premium prices, 
hauled it back to their mills in 
the Orient, manufactured it into 
finished products, shipped them 
back across the wide Pacific, and 
still undersold American produc- 
ers by such substantial margins as 
$29 a ton on reinforcing bars. 

To show how serious off-shore 
competition has become, I under- 
stand cast iron soil pipe is being 
imported for sale at $100 per ton 
in California where the price of 
the domestic product is $175 per 
ton. 


And so it is with a wide variety 
of imported steel products which 
are rapidly moving into the 
American market not only on the 
West Coast, but on the Eastern 
Seaboard, at the Southeastern 
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seaports and along the Guif 
Coast as well. For the year 1957 
total steel imports into the United 
States were about a million and a 
quarter tons — considerably less 
than we exported but still a lot of 
tonnage. And let us note in pass- 
ing that the production of 1'%4 
million tons of steel here in 
America would provide direct 
employment for some 11,000 peo- 
ple, and that indirectly it would 
provide jobs for thousands more 
than that number in supporting 
industries. 

So we must acknowledge the 
fact, I think, that what is happen- 
ing in all of the Dusseldorfs of 
the world is profoundly affecting 
the welfare of the people in all of 
the Clevelands of America. But I 
do not wish for a moment to leave 
the impression that the steel- 
worker is the only loser—or even 
the principal loser — of this new 
influx of goods from abroad. He 
isn’t. 

Not Only in Steel 

The same situation prevails to 
a greater or lesser degree in in- 
dustries like lumber, chemicals, 
textiles, watches and many, many 
others. Until very recently for 
example, this nation has been a 
leading exporter of automobiles: 
but now it is a net importer. I 
noticed a news report the other 
day which stated that Great Bri- 
tain had already exported more 
autos in the first two months of 
this year than she did in the 
entire 12 months of last year. 

Now why is it that foreign in- 
dustries can turn out some.of the 
very products that we make best 
and most efficiently, then send 
those products thousands of miles 
to our shores, and sell them in our 
markets at a price so low that 
we can no longer compete, even 
here at home let alone in the 
faraway markets of other coun- 
tries of the world? 

Nobody loves a fact man. But 
there are times when facts —like 
spinach and taxes—must be faced 
with fortitude, and this I believe, 
is one of them. So:I would like to 
lay before you, two simple and 
undeniable facts — however un- 
palatable their implications may 
be in certain political circles. 

First is the fact that when an 
American consumer buys. any 
average American . product — 
whether it be a reel of barbed 
wire, an electric toaster, or a pair 
of pajamas — very little of the 
price he pays for that product is 
for the actual, tangible materials 
out of which it is made. More 
than three-quarters of the pur- 
chase price goes to pay the wages 
and salaries of the men and 
women who transformed the raw 
materials into the finished prod- 
uct, brought the product to the 
market place, and sold it to the 
consumer. In other words, what 
you and I are-really buying when 
we spend a dollar at the store, is 
a few cents. worth: of- materials 
and more than 75 cents.worth of 
the time of some worker or group 
of workers. 

So much for fact number one. 
Fact number two is that in almost 
every country of the world today. 
the American’ dollar» will buy 
more of a workman’s time than ‘it 
will here at home. The ‘same 
American dollar which will buy 
20 minutes of working time here 
in America, will buy more than 
60 minutes of working time in 
Germany, nearly as much~ in 
England, and considerably more 
than that in Japan. 

That situation, of course, is 
nothing new. It has prevailed in 
varying degree ever since Amer- 
ica’s industrialization began. And 
despite this disparity in-: wage 
rates, we have been’ able ‘to re- 
main competitive in many mar- 
kets because of what. we call 





American ingenuity, “know-how” 
and because of capital investment 
in machinery and equipment. 

By providing the most efficient 
tools of production that the world 
has thus far seen — by devising 
American methods of mass pro- 
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duction, and by devoting billions 
of dollars annually to unending 
research and improvements, we 
have made it possible for the 
American worker to produce con- 
siderably more in an hour’s time 
than his foreign competitor can, 
And that kept the cost of our 
products competitive 


Exported Know-How 


But since the end of World War 
Two a great change has been 
taking place. The technological 
revolution that began in America 
in the early part of the present 
century is sweeping across the 
face of the globe at a vigorous 
pace; and happily so. And Amer- 
ican “know-how” is being ex< 
ported from our shores in even 
greater degree, I suspect, than are 
the products of our factories. 

Fine new steel plants are being 
built in Europe and Asia — some 
of them with American financial 
assistance. When United States 
Steel built its Fairless Works 
only a few years ago, it was the 
last word in steel-making effi- 
ciency. Today its counterpart can 
be found in Wales; and I am told - 
that. an equally modern — and 
perhaps just as efficient — plant 
is now operating in Poland. 

Moreover, much of our mar- 
velous machinery — like the elec- 
trolytic tinning lines that were 
developed and _ perfected by 
United States Steel is now 
being installed in European plants 
under licenses which we have 
readily granted to all comers, It 
can produce just as efficiently in 
Europe as it can in America; and 
with foreign wage rates far below 
the American level, these new 
machines can be installed — and 
these new steel plants can. be 
built — at far less of a capital 
outlay than we, here at home, 
must make for our new and im- 
proved facilities. 

Beyond that, too, is the pro- 
gram of technical assistance 
through which American steel- 
makers, for example, are helping 
under Government auspices, to 
train technicians from India and 
other countries. It is hoped that 
by thus exporting our American 
“know-how,” we can enhance 
greatly the prospects for world 
peace; and as long as there is any 
possible chance of progress in this 
direction, then certainly no one 
of us would have it otherwise. 

But meanwhile the fact remains 
that we are rapidly losing the 
technological margin that we 
have had over other nations, and 
that has thus far supported Amer- 
ican wages at levels high above 
those prevailing elsewhere in the 
world. And this situation has 
been greatly complicated by the 
fact that not only have American 
wage rates risen enormously in 
recent years, but that the wage 
costs in almost every American 
product have gone up as well. 

If an American worker gets 
three times as much pay as a 
German worker, but produces 
three times as much steel per 
hour, the direct wage costs per 
ton remain about the same in both 
countries and the products of the 
two workers are fairly competi- 
tive in world markets. This is 
obvious. 

But when the wage costs in the 
American product keep rising — 
as they have—farther and farther 
above those in the foreign-made 
product, the area in which the 
two can still compete begins to 
shrink alarmingly first in 
foreign markets, then in our own 


coastal markets, and _ finally, 
everfarther inland from our 
shores. 


And as our market shrinks, so 
too does the number of jobs that 
remain in American industry. 
That is obvious also; and while I 
do not know how much of our 
unemployment today can be¢ 
attributed properly to the inabil 
ity of American workmen to com. 
pete, wage-costwise, with their 
foreign competitors, there can be 


Continued on page 24 
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Will a Personal Income 
Tax Cut Turn the Tide? 


By JOHN E. KANE 


Professor of Finance 
The University of Arkansas 


Arkansas finance specialist queries the proposition advanced 
regarding the efficacy of a personal income tax cut in initiating 
recovery, and ponders extent to which advecates of this may 
be taking too much for grented. Professor Kane observes, for 
example, that personal income tax cut materially reduces the 
spread of recession to consumer non-durable goods and serv- 
ices, but that an increase in DPI, whether or not resulting 
from tax cut, may not generate increased durable and semi- 
durable sale of goods unless accompanied by other factors. 


I 


Will a personal income tax cut 
initiate a significant upswing in 
business activity? It is often as- 
sumed, with- 
out examina- 
tion, that the 
answer is 
“ves,” but. it 
is quite pos- 
sible that too 
much is taken 
for granted. 
The belief 
that a per- 
sonal income 
tax cut will 
set the econ- 
omy back on 
the road to 
“full employ- 
ment” evi- 
dently rests on one or the other of 
the following assumptions: 

(1) The present recession is 
caused by declining disposable 
personal income (DPI), and can 
be terminated by the elimination 
of that cause; 

(2) If the present recession is 
due to other causes, the particular 
gaps which-presently exist in the 
structure of demand (relative to 
the structure of supply) will be 
filled directly and/or indirectly 
by increased spending or by in- 
creased saving resulting from in- 
creased DPI. 

The first assumption evidently 
is not valid. Department of Com- 
merce estimates of DPI during the 
last five reported quarters are 
shown in Table I. These quar- 


TABLE I 


Disposable Personal Income 
(adj. for S.V.) 


Billions of dollars; 





Jonn c. Nane 


Quarter annual rate 

4th 1956-- 294.0 

1st 1957 296.1 

2nd 1957 300.4 

3rd 1957 303.3 

4th 1957_-- 302.1 
terly estimates indicate that DPI 


moved upward during most of the 
year, 1957. The only decline came 
in the final quarter, and that de- 
cline was not substantial, leaving 
fourth quarter 1957 DPI eight 
billion dollars greater on an an- 
nual rate basis than fourth quar- 
ter 1956 DPI.1 Yet, the decline in 
production began in January 1957, 
as is indicated by the data con- 
tained in Table II. Thus, the re- 
cession was not initiated by a de- 





TABLE 
FRB Index of Industrial 
Production 
(adj. for S.V.) 
Month 1947—100 Month 19473--100 
1956 1957 
Buly __ _ 136 May 144 
August 143 June —_- . 345 
September 144 July 145 
October . 146 August : 145 
November . 146 September 144 
December —.. 147 October 142 
_ November 139 

195% December 135 
@anuary .... 145 
February -.. 146 1958 
S@arch ..... 145 January 133 
ATI ..auidcone 144 February 130 


cline in DPI. However, the decline 
in DPI surely was initiated by the 
recession. By this time, to be sure, 
there appears to be a vicious cir- 











1 First quarter 1958 DPI estimates are 
mot yet available, but estimates of per- 
srnal i-come before tax during January 
and February 1958 suggests that "I 
declined -nlv att ore per cent from 
fourth quarter 1957. 









cle, in which ‘declining production 
and declining DPI are feeding 
upon each other — each _ being 
cause as well as effect. ‘This phe- 
nomenon is considered below. Up 
to the present time, however, no 
substantial part of the decline in 
production has been caused by a 
decline in DPI. 


II 
Even though the important gaps 
presently existing in the pattern 
of demand (relative to the pattern 
of productive capacity and the 
pattern of inventories) are not due 
in any substantial degree to a de- 


cline in DPI, it is nevertheless 
conceivable that an increase in 
DPI might result in certain of 


those gaps being filled as a direct 
result of increased consumer 
spending, and might somehow re- 
sult in certain other of those gaps 
being filled through some process 
of indirect stimulation of non- 
consumer spending (i. e., invest- 
ment). ; 

In view of the immobility of 
resources in the short term, the 
filling of gaps directly would al- 
most necessarily involve an in- 
crease in consumer purchases of 
those specific products for which 
demand is currently depressed 
relative to productive capacity. In 
this connection, one might con- 
sider automobiles and apparel. It 
is certainly possible that an in- 
crease in DPI would produce some 
additional purchases of these 
items. On the other hand, such 
additional purchases arising pure- 
ly from increased DPI are not 
likely to be substantial in amount. 
Cycles in the sale of these two 
items have occurred for many 
years. To an important degree, 
these cycles have been indepen- 
dent of changes in DPI. One is 
not justified in assuming that at 
this particular point in history the 
quantity sold of these items will 
suddenly become highly sensitive 
in the short term to an increase 
in DPI. Unless the increase in 
DPI should come at a time whén 
a substantial increase in the phys- 
ical or psychological need for 
these two items is being felt, spec- 
tacular increases in sales are not 
to be expected. The same can be 
said of other durable and semi- 
durable consumer goods. 

On the other hand, the sale to 
consumers of truly non-durable 
goods and services is not likely 
to decline except as a result of a 
previous decline in DPI. It is not 
clear whether the sale of such 
items has declined during the cur- 
rent cyclical downswing. Depart- 
ment of Commerce estimates of 
consumer purchases of “non- 
durable goods” and services 
through the fourth quarter 1957 
are shown in Table III. These es- 


timates show a very slight decline 


TABLE ill 
Consumption Expendi- 
Non-Durable Goods and 
Services 
(adj. for S.V.) 


Billions of dollars; 


Personal 
tures: 


Quarter annual rates 
4th 1956- 237.5 
Ist 1957 240.7 
2nd 1957 _ “ 244.0 
30G 3907..... 248.6 
4th 1957 248.0 


during the fourth quarter 1957, 
and itis reasonable to assume that 


first quarter 1958 estimates will 
indicate an accelerated decline. 
Unfortunately, however, certain 
semi-durable goods, such as ap- 
parel, are classified by the De- 
partment of Commerce as “non- 
durable goods.”2 Therefore, Table 
III does not tell us anything def- 
inite about the sale of truly non- 
durable goods and services. How- 
ever, it seems safe to accept the 
proposition that an increase in 
DPI at this time would have a 
pronounced tendency to halt 
whatever decline may be occur- 
ring in consumer purchases of 
truly non-durable goods and serv- 
ices, and possibly to effect a re- 
tracing of a part, or all, of the 
decline, if any, that has already 
occurred in the purchase of such 
goods and services. But since we 
are thinking of a tax cut as the 
source of increased DPI, we can 
not be confident of the strength of 
this tendency, in view of the fact 
that a personal income tax cut 
does not increase the DPI of any- 
one who has lost his source of 
income. 

In summary, it may be said of 
2 personal income tax cut, that 
business recovery resulting di- 
rectly from increased consumer 
spending is likely to be disap- 
pointing, unless an upturn in 
consumer purchases of durable 
and semi-durable goods is about 
to occur for other reasons. On the 
other hand, a personal income tax 
cut should materially reduce the 
possibility of a vicious circle, in- 
volving mutually reinforcing de- 
clines in DPI and in consumer 
purchases of truly non-durable 
goods and services. 


iil 

It is possible that an increase 
in DPI would indirectly result in 
additional non-consumer_ pur- 
chases’ (investment). An increase 
up to a new high level in con- 
sumer purchases of any product 
very likely would provide a mo- 
tive for expansion of plant and 
equipment adapted to producing 
that consumer goods, provided no 
excess capacity existed prior to 
the increase in purchases. But if 
there were excess productive ca- 





2 Some services may also have an ele- 
ment of durability. 


pacity, the proposition would, be 
questionable. The level of inven- 
tories should also be considered, 


since we are concerned with short 


term effects. If there were large 
inventories of the product, an 
immediate expansion of produc- 
tive capacity might not result, 
even if consumer purchases were 
to reach high levels relative to 
productive capacity. Furthermore, 
if the direct effect of the increase 
in DPI should be only to prevent 
a further decline in consumer 
purchases, the effect on invest- 
ment motive would be doubtful 
indeed. 

On the other hand, if the in- 
crease in DPI should be saved, 
there might be a favorable reac- 
tion in the securities markets. 
But in the present relatively easy 
money situation, this is not likely 


to have an important effect on 
investment. 
Thus, in the present circum- 


stances, with generally ample in- 
ventories, with generally ample 
productive capacity, and with 
relatively easy money conditions, 
any substantial stimulation of in- 
vestment arising from an increase 
in DPI probably would have to 
come via “sentiment’3, rather 
than via physical or financial re- 
lationships. It has been suggested 
that if a tax cut were sufficiently 
massive, and if it were to raise 
sufficient fears of inflation, man- 
agements might undertake a flurry 
of investment in the belief that 
the additional productive capacity, 
although unneeded at present, 
would cost more at any later date. 
But it is not clear how far pru- 
dent management would pursue 
such a point of view in these days 
of rapid obsolescence and of re- 
duced corporate liquidity. 


IV 


One common defect in economic 
analysis is to consider only the 
broadest of economic aggregates, 
and to forget that people purchase 
specific goods and services — not 
baskets of aggregates. It is fre- 
quently forgotten that an increase 
in the use of electricity by con- 
sumers, for example, may not 
adequately replace, employment- 
wise, a decline in the purchase of 
generating plant and equipment 





3In this context I prefer the word 


“sentiment” to “confidence.” 
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by electric utility companies, even 
though the dollar aggregates in- 
volved are equal. Often over- 
looked also is the fact that the 
demand for specific durable and 
semi-durable goods can deterio- 
rate substantially in the short 
term, even though DPI increases. 
In the present circumstanees these 
oversights probably have led 
rather generally to unwarranted 
optimism regarding the efficacy 
of a personal income tax cut in 
initiating a significant reversal of 
the business cycle. As suggested, 
however, a personal income tax 
cut is a promising device for re<- 
ducing the spread of recession to 
consumer non-durable and service 
areas of the economy, 

There are, of course, long term 
problems and effects which are 
not considered here. 


Two on Board of 
William Street Fund 


Arthur H. Bunker and Theodore 
V. Houser have been elected di- 
rectors of The One William 
Street Fund, Inc. Mr. Bunker is 
Chairman of American Metal Clie 
max, Inc., and a director of the 
Lehman Corporation. Mr. Houser 
is Chairman of Sears, Roebuck 
& Co. 


Neuberger Pres. of 
American Fed. of Arts 


Roy R. Neuberger, partner in 
Neuberger & Berman, New York 
City, has been elected President 
of the American Federation of 
Arts. 


K. L. Laymon Opens 


SILVER SPRING, Md.— Ken- 
neth L. Laymon is engaging in a 
securities business from offices at 
818 Hillsboro Drive under the 
firm name of Mutual Opportue 
nities. 


With Abraham & Co. 


Ben Pincus has become associ«= 
ated with Abraham & Co., 120 
Broadway, New York City, mem- 
bers of the New York Stock Exe 
change, as a registered repre- 
sentative. 
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Getting the Most Out of Your 
Pension and Welfare Dollar ' 


By HOWARD F 


. WORTHAM®* 
& Co., Inc., New York City 


A case in favor of self-insured pension funds as against 
insured pension funds is made by investment counselor 
Wortham. In presenting the former’s advantages, Mr. Wor- 
tham singles out price inflation as the investment manager’s 
paramount problem and explains why carefully selected com- 
mon stocks belong in a balanced portfolio which meets actu- 


arial requirements and offers 


the “best and most practical 


medium” for protection against currency depreciation. Points 


out disadvantages of limiting 


trust agreements to “legal” 


investments and advises trustees to use services of professional 
investment advisers. 


While we are undergoing a 
business recession we are, at the 
same time, experiencing a rise in 
the cost of living. We have the 
paradox of 
economic de- 
flation occur- 
ring simulta- 
neously with 
political in- 
flation. The 
economic de- 
flation was 
brought about 
by overexpan- 
sion, overpro- 
duction and 
overborrow- 
ing. Plant 
capacity in 
many indus- 
tries exceeds 
our present demands. Overpro- 
duction of goods has built up un- 
wieldy inventories. Mortgaging 
income too far into the future has 
reduced current buying -power. 
This has backed up to create too 
large inventories, which in turn 
make plant capacity excessive. 

The foregoing factors are tem- 





. F. Wortham 


porary and, given time, the re- 
cession will cure itself. But 
“temporary” can seem awfully 


long for anyone out of a job. The 
insistent demands resulting from 
unemployment of over five mil- 
lion have caused the Federal Gov- 
ernment to set in motion forces 
which are inflationary. Interest 
rates, which a few months ago 
were trending upward, have been 
sharply reduced to _ stimulate 
business. The government is em- 
barking upon a program involving 
the spending of billions of dollars 
for which it will be necessary to 
resort to borrowing. Additionally, 
the government is contemplating 
cuts in taxes which will have the 
effect of further increasing deficit 
financing. 

I give you this background 
neither to justify nor criticize the 
present Administration. As invest- 
ment counselors, it is not our 
function to create fiscal policies 
but to guide the investments of 
clients so that they will be hurt 
the least or gain the most from 
whatever economic climate devel- 
ops. One thing, however, seems 
quite obvious and that is that in- 
flation is built into our economy 
and that politicians, whether they 
be of one party or the other, are 
not likely to adopt policies which 
lose them popularity and votes. 
Long-term inflation is the Num- 
ber One problem of the invest- 
ment manager and we _ must, 
therefore, consider what effect it 
will have on pension and welfare 
funds. 

I have used the term inflation 
in its broad sense. The orthodox 
definition of inflation is a short- 
age of goods during a period of 
excess of money. Actually, we 
have no shortage of goods; indeed, 
we have a surplus. Until a re- 
versal of government policies a 
few months ago, it was money 
which was in short supply as wit- 
ness the fact that even the United 





*An address by Mr. Wortham before 
10th Annual Labor-Management Confer- 
ence, Rutgers—The State University, 
New Brunswick, N. J.,, May 6, 1958. 


States Treasury had to borrow at 
4%. Al! of us have fallen into the 
habit of speaking of inflation 
when really we should be talking 
about the “cost of living.” That is 
where the shoe pinches and trus- 
tees of pension funds should be 
certain that their investment poli- 
cies take this fact into consid- 
eration. 
Rising Cost of Living 

To support my statements in 
regard to the rising cost of living, 
may I cite some statistics taken 
from the Consumer Price Index of 
the United States Department of 
Labor. On the basis of the 
monthly average for the year 
1937, the index stood at 61.4% of 
the 1947-1949 averages. The 
monthly average for the year 1947 
stood at 95.5% and for the year 
1957, at 120.2%. Thus for the 10- 
year period from 1947 to 1957, 
there was an increase of 25.9% 
and for the 20-year period Trom 
1937 to 1957, there was an increase 
of 95.8°°. In other words, durigg 
the last 20 vears, the cost of living 
has almost doubled. 

Over the 20-year period, as 
shown above, the Consumer Price 
Index showed an average increase 
of 4.8% per annum and for the 
last 10 years, the average in- 
crease was 2.6% per annum. How- 
ever, a study of the two-year 
period from February, 1956 to 
February, 1958 shows that there 
was a 3.6% increase in the cost 
of living for the first year and a 
3.2% increase for the second. 
From this, it would appear that 
‘he trend of the cost of living is 
still rising. 

Now what are the mathematics 
of this rise in living costs which 
we have demonstrated is taking 
place? A 2% annual rise, com- 
pounded, doubles the price level 
every 35 years; a 3% rise doubles 


the price level every 24 years; 
4°> would do it in 18 years and 
5% every 15 years. You can take 


your choice as to which period 
should be used as a basis for de- 
termining how much capital and 
income will have to increase in 
order to compensate for the rising 
cost of living. If we take the 20- 
year period (1937-1957), we could 
assume that the price level would 
double in about 16 years. If we 
take the last decade (1947-1957), 
probably living costs would double 
in 30 years. If we take only the 
past 24 months, very likely living 
costs would double in approxi- 
mately 22 years. No matter which 
period you employ as a base, the 
answer is the same—a dollar will 
probably not buy as much in the 
future as it has in the past or 
does now. 


Which Fund Can Better Handle 
Inflation? 

We have examined the Con- 
sumer Price Index of the Depart- 
ment of Labor for the past 20 
years and all its data indicate a 
continuing rise in living costs. 
This is so fundamental that well 
conceived pension plans must give 
recognition to this fact. The only 
question is what kind of a fund 


can best meet this economic con- 
dition? There are, as you know, 
two types of pension plans: the 
insured and the self-insured, that 
is to say, those which are under- 
written by insurance companies 
and those which are directly in- 
vested in securities by the trustees 
themselves. Under the former, a 


contract is made with an insur- 
ance company to pay specific 
umounts of money on definite 


future dates. The insurance com- 


pany will pay no more and no 
less than it contracted for. Con- 
sequently, the beneficiary can 


count on a certain number of dol- 
lars on his retirement, but he can- 
not be sure that those dollars will 
have the same purchasing power 
at that time as they have during 
his period of active employment. 
Indeed, the evidence points the 
other way. 

Now let us consider whether the 
self-insured pension plan will of- 
fer protection against a depreciat- 
ing dollar. An important and per- 
tinent factor is the liberality of the 
investment provisions of the trust 
ugreement and the’ investment 
policy of the trustees themselves. 
Hlowever, even to the extent that 
investment is confined to bonds, 
au self-insured fund has an advan- 
tage over an insured fund for the 
reason that there are times when 
interest rates rise and bond 
prices fall, thus making it possible 
to purchase high grade issues at 
substantial discounts. These peri- 
ods afford trustees, who are alert 
enough to catch the swings, an 
opportunity to make money out ot 
their bond accounts and thus in 
part help compensate for the in- 
flationary tendencies of our econ- 
omy. However, the greatest poten- 
tials for enhancement of capital 
and income are inherent in com- 
mon stocks because they are the 
only class of investments where 
the return to the investor can in- 
crease over the years. It is recog- 
nized that there is no absolute 
protection against inflation but, 
for a pension fund, common stocks 
present the best and most practi- 
cal medium for that purpose. 
However, all common stocks are 
not hedges as is demonstrated by 
the fact that the 1956 highs of 
many of them were well below 
their quotations in 1946, which 
was the previous peak year. You 
must select those issues that en- 
hance in value as a result of a 
rising trend in earnings, which 
will allow dividends to be periodi- 
cally increased, preferably at a 
rate which will compensate for the 
declining value of the currency. 


Offers Example 

I should like to give you an 
example of what can be accom- 
plished, drawn from the actual 
case history of one of our invest- 
ment counsel accounts. I have 
selected it because it is a trust 
and, therefore, the investment 
policy had to be more conserva- 
tive than if it were the portfolio, 
let us say, of a businessman. The 
trust has been under our manage- 
ment for a great many years but 
I shall confine myself to giving 
you its record for only the last 10. 
In 1947, this trust had a value of 
$271,000 and 10 years later, in 1957, 
its principal appreciated to $620,-- 
000, an increase of 130%. In 1947, 
the income was $10,350. By 1957, 
it rose to $18,225, an increase of 
76%. During that 10-year period, 
as we previously observed when 
we were considering the Con- 
sumer Price Index, the cost of liv- 
ing rose 26%; but since the income 
from the trust increased 76%, you 
can readily see that the benefici- 
ary’s standard of living was well 
protected and actually improved. 
Now I must say that this trust 


was not 100% invested in com- 
mon stocks as you might have 
thought from my emphasis on 
equities but, on the contrary, at 
least 25% of the total funds was 
invested in bonds at all times dur- 
ing the 10-year period. 
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Stocks Are Generally 
Misunderstood 


There is a general misunder- 
standing about common stocks. 
Unfortunately, a segment of our 
population thinks of them as 
media for gambling. They do not 
distinguish between the New York 
Stock Exchange and the Casino at 
Monte Carlo. Very simply, com- 
mon stocks represent the equity 
or ownership of corporations. As 
such, there is nothing very specu- 
lative about that concept unless 
we think that the largest com- 
panies in American industry are 
going to fall by the wayside. Some 
common stocks are speculative but 
so are some bonds and preferred 
stocks. As a group, common stocks 
are subject to wider price swings 
than senior securities but that in 
itself does not denote speculation. 
You should not confuse “fluctua- 
tion” with “speculation.” There is 
one point in this connection that I 
should like to emphasize and that 
is once a program for the pur- 
chase of common stocks is em- 
barked upon, you should not per- 
mit yourselves to be deterred by 
falling prices, although conceiv- 
ably there may be times when 
judgment will dictate a delay in 
making commitments. 

If approximately the same 
amount of money is paid into a 
pension fund annually, then it is 
obvious that in the years when 
stocks are high, fewer shares can 
be bought than when prices are 
low. The continuous purchase of 
stocks at regular intervals, 
whether at high or low levels, is 
what is known as “dollar cost 
averaging.” The results obtained 
through this method of operation 
can be quite startling and I think 
you will be interested in some 
figures which I have taken from a 
study prepared by Standard & 
Poor's, a leading statistical organi- 
zation. They prepared a tabulation 


covering a 29-year period from 
1929 to 1957 and assumed that 


$1,000 was invested on July 1 of 
each of these years in the stocks 
represented by their Index of In- 
dustrials. Dividends were rein- 
vested on Jan. 1 of each year, after 
having first deducted Federal in- 
come tax which would be paid on 
an $8,000 salary earned by a mar- 
ried man with two children. At 
the end of the 29-year period, re- 
invested dividends amounted to 
$48,200 and these, added to the 
$29,000 of principal paid in, made 
a total of $77,200 which went into 
this investment account. On June 
30, 1957 (Standard’s latest reported 
computation), the market value of 
these stocks was over $220,000, or 


nearly three times the total 
amount of money invested. 
It might well be argued that 


1957 was a year of high prices and 
the results would not have been 
so glowing if the test period had 
ended in a depression year. This 
is certainly true but one of the 
most interesting deductions which 
was made from a study of Stand- 
ard’s tabulation is that despite the 
fact that investing began in the 
peak year of 1929, which anyone 
will concede was an unfavorable 
staring point, the market value of 


the account was less than the 
amount of money paid in only for 
the first three years and that 


thereafter, beginning in 1933, the 
market value of the stocks always 
exceeded the principal payments 
plus reinvested dividends. 


Effect Upon Income 


So much for the results of dol- 
lar cost averaging on the market 
value of securities. Now let us 
see what effect such a program 
had upon income. Again referring 
to Standard’s tabulation, we find 
that dividends received in 1957 
amounted to more than $8,400. 
Relating this to the primary in- 
vestment of $1,000 a year, or 
$29,000, we find that the income 
return was 29%. If we _ took 
another reading and related the 
dividends to the primary invest- 
ment of $29,000 plus reinvested 
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dividends of $48,200, or approxi- 
mately $77,200, we would have a 
yield of 11%. I think you will 
agree with me this is a handsome 
return on capital. 

To make this presentation ap- 
plicable to our discusssion it is 
admitted that the full amount of 
dividends collected by a pension 
fund cannot be reinvested because 
some of the income would have to 
be paid out for pension purposes. 
On the other hand, Standard’s 
computations were based on de- 
ductions for income tax which 
would have to be paid by an indi- 
vidual investor but would not be 
chargeable to a pension fund. At 
any rate, the study is not pre- 
sented as an exact pattern for 
pension fund investing. In fact, it 
should not be so considered be- 
cause good practice would indicate 
that some proportion ef a fund 
should be invested in other types 
of securities than common stocks. 
Nevertheless, the tabulation is ex- 
tremely interesting and is offered 
as evidence that investing in com- 
mon stocks, if planned ior the long 
term, is not hazardous, as many 
people seem to think. May I add 
one observation and that is that 
Standard & Poor’s computation 
was based upon purely mathe- 
matical investing in the same 
stocks over the entire test period 
and did not give any considera- 
tion to either selection or compe- 






























































































tence of management, both of 
which would be important ele- 
ments in the operation of any 


actual pension fund. 


Pension Fund's Heart 

The very heart ot pension 
fund is its investment program. 
Hence it follows that no part of a 
trust agreement is more vital to 
its successful administration than 
the’ investment provisions. Yet, 
unfortunately, these are often 
drafted without consultation with 
investment experts. 

Sometimes a trust agreement 
limits the trustees to so-called 
legal investments. These are se- 
curities which are selected by the 
Banking Department of a State 
through application of certain 
standards prescribed by law. Usu- 
ally, part of a restricted fund may 
be used to purchase common 
stocks but the percentages wil 
vary with different jurisdictions 
New York State, for instance, per 
mits the purchase of equities up 
to 35%. New Jersey is a bit mor 
liberal; it allows 40% 


a 


Tying the Hands of Trustees 

Since there may be some wh 
think that the limiting of trustees 
in their choice of investments is 
way of protecting those benefi 
cially interested in a _ pensior 
fund, let us explore some of th 
advantages and disadvantages o 
such a policy. May I cover th 
former first as I believe I can dis 
pose of them quickly. Frankly, 
don’t think there is anything to be 
gained by tying the hands of trus 
tees. From the examples I have 
already given of the excellent re 
sults obtained by unrestricted 
management, I feel that you wil 
agree with me in this conclusio 

I should now like te point ou 
some of the harmful aspects o 
“legals.” In the first place, such 
restrictions automatically elimi 
nate many high-grade ‘bonds an 
stocks from consideration. Sec 
ondly, trustees who must functio 
under a restricted trust are com 
pelled to accept the selection b 
formula of a legislative body as 
substitute for their own judgme! 
based on investment researcl 
Thirdly, a combination of thes 
two factors places a premium 0 
indifferent management. 

Let me give you an illustratio 
of what I have in mind. Our fir 
is acting as investment counsel t 
the trustees of a pension fun 
which is restricted to New Yor 
“legals.” Some months ago, 
were considering recoemmendin 
the purchase of Standard O 
Company (Indiana) convertib] 
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debenture 3'ss, 1982, which were 
then selling at 96, after a drop of 
about 35% from their 1956 high 
of 148. At the lower price, they 
had considerable merit just as a 
bond and the quotation barely re- 
flected their-conversion privilege, 
which one day will again become 
valuable. Upon checking, we dis- 
covered these bonds were not on 
the legal list. and therefore, could 
not be bought. 


On the list of bonds legal for 
trustees in the State of New York 
are New York, New Haven & 
Hartford first and ref. 4s, 2007. 
quoted around 40, and New York 
Central & Hudson River Railroad 
gold 3's, 1997, selling in the 
vicinity of 56. These issues traded 
in 1956 as high as 73 and 82, re- 
spectively. Their subsequent per- 
centage decline was about the 
same as occurred in the Standard 
Oil issue so that you may say that 
the market performance was not 
very different. Yet there was a 
difference and a very big one! The 
bonds of Standard Oil Company 
declined for the two reasons that 
they reflected (1) the change from 
low to higher interest rates, and 
(2) the common stock into which 
they are convertible dropped in 
price because of overproduction 
and lower profits in the petroleum 
industry. Despite this fact, the 
company covered its bond interest 
in 1957 over 17 times so that un- 
questionably interest will be paid. 
The bonds of the two railroads 
suffered price-wise for the reason 
that a drastic shrinkage in earn- 
ings caused their fixed charges to 
be only just covered in 1957, 
thereby creating doubt as to the 
continuance of interest payments. 
Despite the obvious difference in 
quality, the Standard Oil bonds 
could not be bought for this pen- 
sion fund because they are not 
legal but the rail issues qualify for 
purchase because they are legal. 

Another instance of how limita- 
tion to “legals” can work to the 
disadvantage of a pension fund is 
that in New Jersey the law pro- 
vides that not more than 40% of 
a restricted trust may be invested 
in common stocks. The 40% is 
based on the market value of the 
total fund at the time that a pur- 
chase is contemplated. Assuming 
the fund to have been invested in 
common stocks to the full permis- 
sible extent, a rising market 
would increase the value of equi- 
ties above 40% and this would 
have the effect of freezing the ac- 
count. Under these conditions, if 
any common stock were sold, the 
proceeds could not be reinvested 
in other common stocks except to 
the extent that, together with all 
other equities, they represented 
not over 40° of the fund. Any ex- 
cess would have to go into bonds. 
This is an automatic check against 
overcommitment to common stock 
holdings but why apply a legis- 
lative curb when trustees may de- 
termine their own maximum 
limit based upon the needs of 
their particular trust? 


Advises Balanced Portfolios 


From the comments I have 
made stressing the inflationary 
aspects of our economy and the 
means I have suggested of com- 
pensating for them, I hope you 
have not received the erroneous 
impression that I recommend plac- 
ing all of the assets of a pension 
fund in common stocks. Far from 
it. As advisers to pension fund 
trustees, we advocate balanced 
portfolios, that is, the holding of 
bonds, mortgages, preferred and 
common stocks, but we believe 
their percentages should be 
changed as conditions warrant. We 
are cognizant of the fact that ac- 
tuarial requirements have to be 
met and that, therefore, each pen- 
sion fund would need its own in- 
vestment program. Accordingly, 
funds would probably not 
be invested as heavily in common 
Stocks as others. Confining pur- 
chases to high-grade bonds may 


some 
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be conservative in the sense that 
you are conserving dollars, that 
is to say, you know the exact 
number of dollars you will receive 
on specific dates. On the other 
hand, as today’s dollar is not 
likely to have as much buying 
power when an employee is ready 
for retirement, would it not be 
more truly conservative if money 


were so invested that its future 
buying power would be con- 
served? 


Era of Specialists 

This is an era of specialists. No 
one can reasonably be expected 
to perform two unrelated tasks 
equally well. The fact that you 
may be successful as a lawyer, 
industrialist or union official does 
not necessarily make you an ex- 
pert in investments as well. Busi- 
ness today demands outside ch- 
jective consultation and fre- 
quently calls in companies which 
devote themselves solely to the 
work of being management con- 
sultants. They do so because these 
firms are specialists; because they 
can be completely objective in 
their opinions and advice; and 
furthermore, they bring to their 
work vast experience with other 
companies, some of which had the 
same problems. Relating this to 
the field of investments, does it 
not seem that the obvious solution 
for trustees who have other oc- 
cupations is to employ the services 
of specialists engaged in the busi- 
ness of managing security port- 
folios? 

Having suggested to you the ad- 
visability of retaining a_ profes- 
sional investment adviser, it would 
seem appropriate to consider what 
groups are available. There are 
others, but the principal ones are 
banks, brokers and_ investment 
counselors. I am sure you are well 
acquainted with the first two but 
you may not be as familiar with 
investment counselors. They do 
not advertise and usually confine 
their services to a limited number 
of clients, thus enabling them to 
render a highly personalized serv- 
ice. In order to eliminate any pos- 
sibility of self-interest, investment 
counselors do not buy or sell se- 
curities either principal or 
broker: furthermore, their fees 
consist solely of direct charges to 
clients at a predetermined rate and 
are not contingent upon the num- 
ber of transactions executed. 

I have attempted in this paper 
to outline the current economic 
background against which invest- 
ments have to be made. I have 
demonstrated by Government sta- 
tistics the fact that the cost of liv- 
ing is in a rising trend. Great 
is the difficulty of meeting this 
problem, it can, at least in part. 
be compensated through skillful 
investment. As we are living in 
an era of specialists, there is no 
reason to assume that a man who 
is successful in other fields of en- 
deavor is also an expert on invest- 
ments. For this reason, I suggested 
that trustees of pension and wel- 
fare funds retain professional in- 
vestment advisers and I have in- 
dicated to you the principal groups 
which may be engaged. Guided by 
competent and experienced advi- 
sors, your pension funds will be 
less costly in the long run to the 
contributing corporations and in- 
dividuals, if any, and will prove 
to be more profitable to the em- 
ployees who are the beneficiaries. 


Join Harris, Upham & Co. 
(Speciai to Tue FInancrat CHRONICLE) 

OAKLAND, Calif. — Graves D. 
Hudson, Jr., Ruth C. Blank, Wil- 
liam J. Christiansen, John F. Do- 
lan, Lelan G. Smith and Thomas 
M. Tuohy have become associated 
with Harris, Upham & Co., 1400 
Franklin Street. Mr. Hudson was 


as 


as 


formerly Oakland Manager for 
Hooker & Fay, with which the 
others were also associated. Mr. 


Tuohy was formerly with Grant, 
Fontaine & Co. 











From Washington 
Ahead of the News | 


By CARLISLE BARGERON 











An undercurrent of criticism in 
Congress against the Eisenhower 
tariff and foreign aid proposals is 
quite revealing and it reveals the 
Op positionists 
as not mere 
obstruction- 
ists. 

A complaint 
against the 
Administra- 
tion’s pro- 
posed exten- 
sion for five 
years of the 
reciprocal 
trade agree- 
ments pro- 
gram is that 
unlike what 
their origina- 
tor, former 
Secretary of State Hull had in 
mind, they are now being used as 
part of the cold war or foreign 
policy. Hull’s original idea, it is 
contended, was that we should 
make agreements with foreign 
countries on a quid pro quo basis, 
that is, for their buying from this 
country we would buy from that 
country and that tariffs would be 
worked out to promote that sort 
of trade. 

Now, it is claimed, the Adminis- 
tration is using this tariff not on 
a quid pro quo basis but as an 
instrument of foreign policy. If 
we are trying to wean a country 
from the Soviet bloc we will give 
it tariff concessions regardless of 
the trade value to this country. 
The State Department takes the 
attitude that it is to our advantage 
to build up the economies of un- 
derprivileged nations and if we 
have to do that at an expense to 
American industries it still should 
be done. 

The high tariff American indus- 
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Smoot protection for their indus- 
tries. But regardless of the merits 
of this, they do have an argument 
against the tariff concessions to 
countries based solely on the idea 
of whether they are on our side 
in the cold war or on the argu- 
ment it is advantageous to us to 
build un their economies. 


A serious complaint they are 
making is that not only is the 
tariff manipulated against them 
but our tax structure and our pol- 
icy of sending new equipment to 
foreign countries is working 
against them. 

These foreign countries, in addi- 
tion to operating with new equip- 
ment supplied by our Government, 
get tariff concessions. On the other 
hand, there is no inducement for 
American industries to replace 
their obsolete equipment because 
of our tax structure. 

In the motley of Washington 
voices on what to do about taxes 
two ideas seem to be attracting 
attention. One is the bill by Sena- 
tor Capehart of Indiana, for a 
more liberalized tax depreciation 
to permit the writing off for tax 
purposes, a new barn for the 
farmer or new machinery for the 
automobile plant, a renovation of 
a grocery store, in a much shorter 
period than the customary 30 
years. The Internal Revenue Bu- 
reau has a book now, a couple of 
inches thick, giving the deprecia- 
tion allowances on a given project. 
Senator Capehart has taken this 
book of schedules and his bill 
would materially shorten them. It 
is his contention that it would aid 
employment now and that in the 
end the Treasury would not lose 
a penny but would pick up rev- 
enue. 

His bill is running in the face, 
of course, of Congress’ recent ac- 
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the private utilities were the 
greatest beneficiaries. The facts 
are, of course, that there was a 
tremendous expansion of private 
power companies under this law 
and it is silly to say that this ex- 
pansion hurt the country. The re- 
peal of the law came under the 
agitation of the Public Power 
groups that the private interests 
were being given the money by 
the Government to build the Hell’s 
Canyon dam. This was not true. 


Amazingly enough, after this 
experience, Capehart’s bill has re- 
ceived favorable thinking by the 
Administration, and besought, as 
it is, for some sort of a tax reduc- 
tion, it is more than likely that it 
will get behind the Capehart bill. 


In the meantime, a group of 
enterprisers has come to Washing- 
ton with the idea that something 
on the order of the FHA of the 
housing industry should be estab- 
lished for business generally. This 
group would have the Government 
set up an organization to guaran- 
tee industrial mortgages up to 
50%. 

The group is headed by Frank 
G. Binswanger, Sr., described as a 
nationally recognized authority on 
industrial development, site selec- 
tion, plant relocation and plant 
modernization. 

Under his proposition, the gov- 
ernment agency would insure 
mortgages for construction of new 
plants or purchase of existing fa- 
cilities, modernization and expan- 
sion by manufacturing companies 
and allied industries, such as re- 
search and development labora- 
tories. 

The original capital of this new 
government agency would come 
from public works appropriations 
already approved by Congress. 

We don’t know Mr. Binswanger 
or his associates but his idea has 
taken him to consultations with 
the leaders on Capitol Hill and 
Washington is very receptive to 
new ideas these days. 


With Jerry Thomas 

(Special to THe FINANcIAL CHRONICLE) 
PALM BEACH, Fla. — Virginia 
M. Christine has joined the staff 
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Another Monroe Doctrine for 
Our Hemisphere’s Economy 


By J. PETER GRACE* 
President, W. R. Grace & Co. 
New York City 


Drawing a parallel with threatening conditions prompting Mon- 
roe Doctrine 135 years ago, Mr. Grace strongly urges Recipre- 
cal Trade and Mutual Aid efforts to forestall Soviet economic 
invasion of Latin America. Refers to Communist strategy te 
use trade, loans, credits and oversized missions as the Trojan 
Horse in a long-range, major geopolitical offensive; notes 


Latin American countries seek 


trade with U. S. A., first and 


foremost, and the vitally economic importance of that area to 

us; and expresses amazement that we would raise tariffs, par- 

ticularly at a time, when their economies are dislocated due 
to declining basic export prices. 


Why is it so vital to the inter- 
ests of the United States that our 
government stand faithful to the 
prophetic concepts of the Monroe 
Doctrine, and 
resist once 
again the in- 
tervention ofa 
foreign power 
in our hemi- 
sphere? 

The question 
can be an- 
swered in one 
word—sur- 
vival. 

It is a plain 
fact of our life 
today that the 
United States 
is dependent 
on the Repub- 
lics of Latin America for their 
political support in the ideological 
war; we are dependent on those 
Republics and their vast area, 242 
times the size of the United States, 
for their military and strategic 
importance and for the many es- 
sential materials, of which they 
are our prime source. Thirdly, we 
are dependent upon these Repub- 
lics for the maintenance of our 
trace, our commerce and our 
standard of living. 

Thus their importance is three- 
fold—political, military and eco- 
nomic. In the political field, the 
Latin American republics, as the 
co-inheritors with us of the West- 
ern Christian Civilization, are our 
staunchest allies in crisis after 
crisis, and notably in the councils 
of the United Nations. Militarily 
they have come to our aid with 
their vast stores of strategic ma- 
terials, and even with their sons 
in World War II and in Korea. 





J. Peter Grace 


Economic Importance 


But the aspect in which I am 
sure we are most interested is the 
economic phase of our relations 
with Latin America. For this is 
the phase which requires a new 
and imaginative approach and 
bold action—now. 

Latin America today buys from 
us 20° of our exports; it supplies 
us with 30% of our imports. It is 
the site of one-third of our direct 


private investment abroad, or 
some $8 billion. 
Thus, when we talk of Latin 


America, we are talking of an area 
of economic significance to every 
man, woman and child in the 
United States. This economic sig- 
nificance goes beyond statistics, 
for it affects our very standard 
of living. Around 85% of our cof- 
fee and more than 70% of our 
sugar imports come from Latin 
America, as well as 100% of 
bananas. In the area of strategic 
minerals, upon which we depend 
for our survival, all of our vana- 
dium imports come from Peru. 
Venezuela alone supplies 48% of 
our petroleum imports. Venezuela. 
Peru and Brazil furnish us with 


37% of our imports of iron ore. 
Chile, Mexico and Peru supply 
60% of our copper imports and 
40% of our imports of lead and 


zinc. 78% of our imports of quartz 





From an address by Mr. Grace | - 
Virg- nia State Chamber of 7 
Richmond, Va 


Commerce, 


our 


crystals, and 34% of our tungsten 
imports come from South Amer- 
ica. Essential to our well-being 
in times of peace, these minerals 
are vital to survival in time of 
war, and the South American 
countries have never failed us in 
time of our need. 


Rapid Growth 

One may well inquire what is 
the risk of Communist infiltration 
in Latin America. Our total trade 
with Latin America is running at 
the rate of $8 billion per year. It 
has grown by a third in the last 
four years, a tremendous rate of 
increase, but this rate of increase 
gives only a faint idea of what is 
in store for the growth of our eco- 
nomic stake in Latin America. 
Hier population is increasing at the 


explosive rate of 2.4% per year 
compared with our own rate of 
16%, which is the highest in 
our history. At this rate of 


increase, Latin America, which has 
approximately the same popula- 
tion today as we do, will have 
282 million people by the year 
1975—only 17 years from now— 
and by the turn of the century, if 
these growth rates are maintained, 
it will have 510 million people 
compared with 339 million people 
predicted for the United States. 

And this is only part of the 
story, for hand in hand with the 
growth in population goes an in- 
crease in productivity, which in 
typical Latin American countries 
ranges from 2.5% to 4.8% com- 
pared to 1.8% inthe United States. 
The potential of this area for our 
trade and markets is even more 
enormous when we bear in mind 
that the rate of growth in urban 
population in Latin America 
running between two and four 
times faster than the phenomenal 
growth of urban population in. the 
United States. We can visualize 
the economic stake which our 
children and grandchildren will 
have in our neighboring countries 
to the south. 


is 


U.S. S. R. Strategy 

It is small wonder, therefore 
that every day we read more and 
more accounts of the efforts of 
Russia and the Iron Curtain coun- 
tries to mount an economic inva- 
sion of this rich storehouse of 
natural wealth, strategic materials, 
booming industries, and energetic 
peoples. You will note that I said 
economic invasion, for an open 
political assault would be bound 
to fail, and the Communists know 
it. Their attempt is to get a com- 
mercial toehold by capitalizing on 
the economic problems which be- 
set the growing nations of Latin 
America. It is their strategy to 
use trade, loans, credits and over- 
sized missions as the Trojan Horse 
in a long-range, major geopolitical 
offensive. 

What are these economic prob- 
lems which beset the Latin Amer- 
ican countries? They are primarily 
the classic difficulties of the one- 
crop economy. Brazil is dependent 
on coffee for 60% of her foreign 
exchange; Cuba is 73% dependent 
on sugar; Chile 73% dependent 
on copper and nitrates: Vene- 
zuela 94% on petroleum: Cclom- 


bia 85% on coffee; Argentina 65% 
on foodstuffs. 

This is the type of problem 
which was conquered many years 
ago when our farmers diversified 
their crops, and their sons and 
grandsons developed business and 
industry to reduce their depend- 
ence on any one product. Some 
day this problem will surely be 
conquered in Latin America, but 
in the meantime, their economies 
suffer tragic dislocations with 
every fall in the price of their 
major products. 


The growing pains of these 
economies also manifest them- 
selves in such difficulties as in- 


flation, currency depreciation, im- 
port controls, dollar shortages and 
a host of other economic illnesses. 


Suggests Trade and Aid 

It is to our self-interest to assist 
these countries to overcome their 
difficulties and to put themselves 
on the road to sound economic 
growth which wiil bring with it 
political and fiscal stability, in- 
creased trade, industrialization, 
and economic diversification. 

There are two major fronts on 
which we can attack this chal- 
lenge. One is called trade and the 
other is called aid. L firmly be- 
lieve that both are equally impor- 
tant at this time. Both are the 
subject of considerable debate in 
our Congress today, and through- 
out the 48 States. Both are being 

a ° 
watched hopefusty abroad. While 
both are necessary today, our ex- 
perience teaches us that the more 
the trade, the less the need for 
aid. 

And our Latin American friends 
tell us most emphatically that 
what they want from us, first and 
foremost, is trade. They seek to 
sell to us the products of their 
mines and farms, so that they cau 
purchase from us those things 
which they do not produce them- 
selves. This is the heart of the 
Reciprocal Trade Program which 
is now under debate in Washing- 
ton. 

President Eisenhower and the 
Congressional leaders of both 
parties have strongly taken theiv 
stand in favor of continuing this 
program which has been of such 
great mutual benefit to the vast 
majority of both our own people 
and our friends overscas. 

I mentioned that a drop in the 
price of one of their basic exports 
causes severe dislocations in the 
Latin American economies. Never- 
theiess, they are free enterprisers 
and they can understand this. But 
when our Government propeses at 
a time of falling demana and 
prices to aggravate these disloca 
tions further by the imposition o! 
tariff barriers, the immediate ef 
fect of this is to further cut the 
ability of these friends to pur- 
chase from the United States at a 
time when they are already hurt. 
This is much like pushing a man 
overboard and then throwing him 
an anchor instead of a lifesaver. 


Essentiality of Two-Way Trade 

Norfolk regularly exvorts more 
cargo than New York or any other 
United States port. In fact, Nor- 
folk and Newport News together 


export more tons of cargo than 
2ll other North Atlantic ports 
combined. If we impose artificial 


barriers to-our imports, a corre- 
sponding fall in exports is in- 
evitable. The great ports of Vir- 
ginia directly and _ indirectly 
furnish employment to 70,000 peo- 
ple in this State and 25,000 people 
in other states. Is this not a sym- 
bol of the powerful leverage of 


foreign trade on our national 
economy as a whole? Our pros- 


perity depends upon its health, 
growth. Not all of us realize the 
impact of America’s foreign trade. 
Over 4.500,000 American workers 
are dependent on it for their 
livelihood. The volume of our 
goods sold abroad, which in 1957 
was $19,450,000,000, exceeded the 
value of non-farm home building. 
of consumer purcnases of automo- 
biles, and of the gross receipts of 
our nation’s farmers from either 


‘that two-way trade 
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crops or livestock. That’s big busi- 
ness—and that’s good business. 

The inescapable conclusion is 
is essential 
to the continued prosperity’ of tac 
United States, and indeed to every 
individual American businessman. 
worker and farmer. Continuation 


of the reciprocal trade program 
means more jobs for American 


workers, more sales for our in- 
dustries and agriculture, growth 
for our port cities and more prof- 
its for our industries and shipping. 


Foreign Aid Issue 

The other great issue which is 
commanding the interest of a 
great part ot our population today 
is the question of so-called foreign 
vid. In my many business trips 
to Latin America and Europe, I 
have had an opportunity to see 
this unique program at work, and 
I would like to second the idea 
of President Eisenhower that it 
should be called “Mutual Aid” 
rather than “Foreign Aid.” This 
program had its origin, as you 
know, in the creative imagination 
of a great Virginian of today, 
General of the Army George Cat- 
lett Marshall. To those who would 
doubt that the term “Mutual Aid” 
applies correctly, I would cite a 
report to the Senate of the United 
States by the National Planning 
Association, which concludes that 
American assistance to foreign 
countries has created 600,000 jobs 
for Americans, including. 421,000 
in manufacturing, 99,000 in agri- 
culture, and 33,000 in transporta- 
tion. 

But it aids the United States 
even more powerfully than that. 
The total appropriaticn reques! 
for the fiscal year 1959 is $5,942,- 
000,000... Now. $2,655,000,000 ov 
more than two-thirds of _ this 
amount is eermarked for outright 
military assistance to our allies 
ane defense support. An example 
of defense support would. be a 
military highway to connect one 
of our overseas air or missile bases 
to the nearest port or railhead 
Another 16% of the appropriation 
request. or $625,000,000 is for the 
new Development Loan Fund. 
This leaves 17% or something 
under $700,000,000 which is dedi- 
cated to technical cooperation, 
special assistance, the President's 
contingency fund, etc. 

The two-thirds of this request 
which is dedicated to defense 
purposes represents an enormous 
saving as compared with the costs 
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of United States overseas military 
services and personnel which 
would be necessary for us to pro- 
vide if we were not assisting our 
allies to do so themselves. 


High Rate of Return 
There is ne question in my 
mind thai we get a very hign rate 
of return indeed on this invest- 
ment in the defense aspects of 


the Mutual Aid program. For 
these are expenditures that the 


American taxpayer would be only 
too happy to support if they rep- 
resented direct payments to the 
American military establishments 
for its activities abroad. In the 
form of military aid, assisting our 
allies to bear the military ex- 
penditures which they are unable 
presently to afford themselves, 
we reduce the demand on our own 
military establishment, and avail 
ourselves of the opportunity to 
achieve much more for less money, 

I am convinced that if this 
question of Mutual Aid were bet- 
ter understood by the American 
people, there would be far more 
enthusiastic support of it from the 


grass roots of our country. Con- 
vressional friends tell me _ that 


their mail reflects a very great 
lack of full understanding of both 
the accomplishments of the pro- 


gram and its real cost. I have 
already mentioned that the de- 


fense aspects of the program un- 
doubtedly represent a net saving 
to the American taxpayer. The 
reinainder of the entire Mutual 
Aid program is less than $1,500,- 
000,000—under 2° of our entire 
national budget. It is less than 
*s of 1% of our gross national 
product. Surely, this is a small 
price to pay for the non-military 
aspects of Mutual Aid, which 
means assistance to economically 
weak nations during the period of 
their development. As this pro- 
eram achieves fruition, it reduces 
the risk of war. It can mean sur- 
vival. That is its purpose. 

I ask you to reflect on these 
vreat issues which face our coun- 
try at this time. It has been said 
thet we live in a time for great- 
ness. We are a nation that is 
accustomed to greatness. These 
questions of our policy in Latin 
America, on foreign aid and for- 
eign trade, call for greatness, and 
I know that this generation will 
look at them in that light, as I am 
sure our forefathers would have 
done in their time. 


Rate Cut Effective June 1st Set by 
Federal Home Loan Bank of Chicago 


Savings and loan associations 


in Illinois and Wisconsin will 


have interest rate on one-year advances cut from 31/, to 3% 
on June 1 and time deposits with their Chicago Bank reduced 
from 2 to 142%. 


The third interest reduction this 
year on Federal Home Loan Bank 
of Chicago advances to member 
savings and loan associations in 
Illinois and Wisconsin, will take 
effect June 1, it was announced»by 
John E. Stipp, President of the 
reserve credit institution. 

Interest on one year advances 
will be dropped a quarter of 1% 
to 3%. On Feb. 1 the 444% rate 
was dropped to 3°4% and on April 
1, it was further reduced to 344%. 

The rate for time deposits left 
with the bank also will be reduced 
from 2% to 112%. On Feb. 1 it 
was reduced from 3% to 242% and 
on April 1 it was dropped to 2%. 

In announcing the rate to mem- 
bers, Mr. Stipp wrote: 


Lewer Dividend Rate Seen 

“Money rates have continued 
their downward trend and most 
economists believe that this direc- 
tion of the money market will be 
extended at least into the third 
quarter of the year.” 

He also pointed out that definite 
and multitudinous economic signs 
should lead to a general reduc- 
tion of dividend rates beginning 


with the semi-annual fiscal 
period. 

Mr. Stipp also explained that 
the current reduction in interest 
rates on advances by the bank to 
member associations was “in line 
with the economic trends this 
year. 


Daniel F. Rice Adds 


(Special to THe Financial CHRONICLE) 
MIAMI BEACH, Fla. — Edward 
T. Keeley has been added to the 
staff of Daniel F. Rice and Com- 
pany, 317 Seventy-first Street. He 
was previously with Gordon 
Graves & Co., Inc. 


next 


Joins First Fla. Inv. 
(Special to THe FINanc! 
ORLANDO, Fla. — William A. 
Collar has joined the staff of 
First Florida Investors Inc., 51-53 
East Robinson Avenue. 


Midland Secs. Adds 


(Special to THE FINANCIAL CHRONICLE) 


KANSAS CITY, Mo.—Claude V. 
Cochran has been added to the 


*t. CHRONICLE) 


staff of Midland Securities Co., 
Ine., 1016 Baltimore. 
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Khrushchev’s Challenge 


By ALLEN W. DULLES* 
Director of Central Intelligence Agency, Washington, D. C. 


Without discounting U. S. S. R.’s military threat, our top 
intelligence chief foresees fateful cold war battles fought in 
the economic and subversive arenas. Mr. Dulles details rapid 
pace of Soviet economic progress, particularly the nature of 
its direction, to show why it poses the most serious challenge 


we have ever faced. U. S. A. 


business leaders are told our 


recession is an expensive luxury and that it feeds the fires 

of U. S. S. R. propaganda regarding free enterprise, and are 

advised of consequences apt to follow successful Soviet pene- 

tration of Western European markets and non-communist 
underdeveloped areas. 


Today the Soviet Union, through 
its very vocal leader, Khrushchev, 
is directly challenging the United 
States in the fields of industrial 
development 
and foreign 
trade and aid 
as well as in 
military mat- 
ters. The other 
day he re- 
marked, “To 
the slogan that 
says, ‘let us 
arm,’ we reply 
with the slo- 
gan, ‘let us 
trade’.” The 
economic 
challenge is a 
dual one. They 
are setting 
goals for their own domestic pro- 
duction to compete directly with 
our own and to quote their words, 
“to get ahead of us in the eco- 
nomic race.” The other phase of 
their challenge is through their 
foreign economic penetration pro- 
gram. 

I shall discuss both of these chal- 
lenges. But before doing so, I shall 
analyze briefly the development 
of Soviet policy over recent years, 
as this, I feel, helps to explain why 
they have turned to the economic 
and industrial fields to promote 
their long-range international 
policies. 





Allen W. Dulles 


Past Soviet Policy 

In the immediate postwar period, 
Stalin relied on military and para- 
military action and the military 
threat as the chief weapons for the 
advancement of Soviet aims. 

It was with military force that 
the Soviet took over and estab- 
lished their control in the Euro- 
pean Satellites and repressed the 
democratic forms of government 
which tried to find root immedi- 
ately after the war. It is with 
military occupation force and the 
threat of force that they still hold 
their position in Central Europe. 

Then in Iran, in Greece, and at 
Berlin in the early postwar years, 
it was force and the threat of force 
that was used in the attempt to 
break down the free world de- 
fenses. Through the Marshall Plan 
and our growing military prepar- 
edness following Korea, this threat 
was contained in the West; but 
China was overrun by the Com- 
munists and Northern Vietnam 
taken. 

These and other military and 
subversive maneuvers alerted the 
free world to the dangers of Stal- 
in’s policies. Our countermeasures 
tended to make them counter- 
productive. Stalin was posthu- 
mously discredited by Khrushchev. 
Stalin’s programs were generally 
repudiated by his successors who 
literally trembled at the risks he 
had taken at a time when the So- 
viet had no atomic capability to 
match our own. It is well, how- 
ever, that Khrushchev’s ruthless 
repression of liberty in Hungary 
with Soviet troops should stand 
as a reminder to us that Stalinist 
tactics may at any time be revived 
if the Soviet Union feels its vital 
interests are affected. 





*An address by Mr. Dulles the 


to 


46th Annual Meeting, Chamber of Com- 
=e of the United States, Washington, 


D. April 28, 1958. 


Today we face the subtler poli- 
cies of Nikita Khrushchev. Will 
they be more or less effective than 
the. Stalin policies in achieving 
the over-all aims of international 
Communism? 

Of course, I do not mean to dis- 
count: the seriousness of the Sovict 
military threat or its challenge in 
the seientific and technical fields 


-f' 0H Which advanced weapons sys- 


tems depend. But as I see it, under 
its present policies, the U.S.S.R. 
does not intend to use its military 
power in such a way as to risk 
general war. They have a healthy 
respect for our retaliatory capa- 
bility. 

Furthermore, the Soviet success 
with Sputniks and in the field of 
ballistic: missiles has well elerted 
us to the military danger and our 
missile and other programs are re- 
ceiving ‘top priorities. We must, 
however, be ever watchful of the 
Soviet emphasis on the military 
applications of science and tech- 
nology in order to anticipate any 
attempts at a breakthrough which 
would change the balance of mili- 
tary power. 

Barring such a possibility, it is 
most probable that the fateful bat- 
tles of the cold war will, in the 
foreseeable future, be fought in the 
economic and subversive arenas. 


Seviet Economic Threat 


To understand the seriousness 
of the Soviet economic threat, it 
is essential to understand the 
Soviet economic and _ industrial 
base on, which they are develop- 
ing their economic penetration 
program. ’ 

Since 1928 the Soviet Union has 
developed rapidly from a pre- 
dominantly agricultural and in- 
dustrially underdeveloped country 
to the second largest economy in 
the world. Foreed draft indus- 
trialization, emphasizing heavy 
industry, was carried out by Stalin 
to prevent, to quote his words, 
another beating of backward Rus- 
sia by the more economically ad- 
vanced capitalist countries. Forced 
draft industrialization continues 
in Russia today, and now the em- 
phasis is more positive: namely, 
to meet Khrushchev’s goal of 
“catching up and surpassing the 
United States in per capita pro- 
duction within the shortest pos- 
sible historical period of time.” 
This theme is being used not only 
as internal propaganda but also 
to propagate the Soviet faith 
abroad. 

Comparison of the economies of 
the U. S. and the U.S.S.R. in terms 
of total production of goods and 
services indicates the U.S.S.R.’s 
rapid progress. 

Whereas Soviet gross national 
product was about 33% that of the 
U. S. in 1950, by 1956 it had in- 
creased to about 40%, and by 1962 
it may be about 50% of our own. 
This means that the Soviet econ- 
omy has been growing, and is ex- 
pected to continue to grow through 
1962, at a rate roughly twice that 
of the economy of the United 
States. Annual growth over-all 
has been running between 6 and 
7%, annual growth of industry 
between 10 and 12°6. 

These rates of growth are ex- 
ceedingly high. They have rarely 
been matched in other states ex- 
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cept during limited periods of 
postwar rebuilding. 

A dollar comparison of U.S.S.R. 
and U. S. gross national product in 
1956 reveals that consumption—or 
what the Soviet consumer re- 
ceived-—was less than half of total 
production. It was over two-thirds 
of the total in the U. S. Invest- 
ment, on the other hand, as a pro- 
portion of GNP in the U.S.S.R., 
was significantly higher than in 
the U. S. Furthermore, invest- 
ment funds in the U.S.S.R. were 
plowed back primarily into ex- 
pansion of electric power, the 
metallurgical base, and into the 
producer goods industries. In these 
fields, it was over 80% of actual 
U. S. investment in 1956, and in 
1958, will probably exceed our 
own. Defense expenditures, as a 
proportion of GNP in the U.S.S.R., 
were significantly higher than in 
the U. S.; in fact, about double. 

Soviet industrial production in 
1956 was about 40% as large as 
that of the U. S. However, Soviet 
heavy industry was proportion- 
ately larger than this overall 
average, and in some instances 
the output of specific industries 
already approached that of the 
U.S. Output of coal in the U.S.S.R. 
was about 70% of that of the U.S., 
output of machine tools about 
double our own and steel output 
about half. 


Since 1956, Soviet output has 
continued its rapid expansion. In 
the first quarter of 1958, Soviet 
industrial production was 11% 
higher than a year ago. In com- 
parison, the Federal Reserve 
Board index shows a decline of 
11% in the United States. 

According to available statistics, 
in the first quarter of 1958, the 
Sino-Soviet Bloc has for the first 
time surpassed the United States 
in steel production. The three 
months figures show that the 
U.S.S.R. alone turned out over 
75% of the steel tonnage of the 
U. S. 


Expensive Luxury of a Recession 

A recession is an expensive 
luxury. Its effects are not con- 
fined to our own shores. Soviet 
propagandists have had a field 
day in recent months, pounding 
away at American free enterprise. 

Every Soviet speech, magazine 
article, or radio broadcast beamed 
to the underdeveloped nations 
plays up and exaggerates our eco- 
nomic difficulties. The uncom- 
mitted millions are being told by 
the Communists — “see, we told 
you so. Crises and unemployment 
are inevitable under capitalism. 
Communism is the only true road 
to social progress.” Our economy 
is giving the Communists a prop- 
aganda target as damaging, and 
1 trust, as transitory as their own 
Sputniks. 

Continued Sovietindustrial 
growth has had a counterpart in 
increased trade with the free 
world. Over the past two years, 
their trade with the West has been 
moving ahead far more rapidly 
than it has within the Bloc itself. 
About 70% of the U.S.S.R.’s in- 
crease in non-Bloc trade in 1957 
was with the industrial nations of 
Western Europe and, under agree- 
ments such as that just concluded 
with Germany, will expand still 
more. 

Recent speeches by Soviet lead- 
ers — Khrushchev, Mikoyan, and 
Deputy Foreign Minister Zahkarov 
—stress the U.S.S.R.’s desire to 
expand trade with the Free World. 
Mikoyan, for example, said that 
the U.S.S.R. is “confident that with 
the establishment of normal trade 
relations a significant forward step 
will be taken along the road lead- 
ing to the establishment of coop- 
erative relations between the So- 
viet Union and the United States.” 
This. month, Zahkarov told the 
United Nations’ Economic Com- 
mission for Europe that Western 
trade ministers should devote their 
energies to bringing about a long- 
run increase in East-West trade. 

Soviet capabilities to export pe- 





troleum and metals — aluminum, 
tin, zine, and ferro-alloys—is in- 
creasing. The U.S.S.R. is already a 
supplier in a few traditional West- 
ern metal markets. Over the years, 
the U.S.S.R. may well become a 
major source of many such in- 
dustrial necessities to Western 
Europe. 


This seems particularly likely 
if Khrushchev’s 1972 commodity 
goals prove to be realistic. 


Take, for example, petroleum. 
By 1972, the Soviets plan to pro- 
duce as much crude oil as we in 
the United States do today. Even 
allowing for substantial increases 
in domestic consumption, they 
could export about 2 million bar- 
rels a day. Today, all of Western 
Europe consumes about 3 million 
barrels a day. 

A start has already been made 
on the pipeline needed to bring 
the crude oil from the Ural-Volga 
basin to the Baltic. 


U.S.S.R. Trade as a Weapon 


Soviet ability to use trade as a 
weapon to advance its political 
aims will increase in a direct ratio 


‘to their success in realizing their 


economic goals. 

For example, once they have 
penetrated Western European 
markets to the extent that these 
markets become substantially de- 
pendent on Soviet industrial raw 
materials, they will have available 
a new and formidable weapon of 
economic warfare. By withhold- 
ing supplies, by capriciously rais- 
ing prices, or by dumping com- 
modities, the Soviets in effect will 
have a seat at the council table of 
the great industrial nations of 
Europe. 

During the Suez Canal crisis, we 
saw a brief glimpse of Soviet 
capabilities to grant or withhold 
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economic favors through the 
forms of its own petroleum ex- 
ports. The increase in sales of 
metals and petroleum to Free 
World countries, which moved 
sharply upward in 1958, is not an 
economic flash in the pan. It is 
a reflection of growing Soviet in- 
dustrial capacity. 


Further, their governmental set 
up is well adapted to waging eco- 
nomic as well as political warfare, 
They have no budgetary controls 
when it comes to diverting funds 
to particularly urgent national 
policies. There need be no prior 
consultations with parliaments or 
the people. 


This, briefly described, is the 
Soviet economic base and foreign 
trade program, as we analyse it 
today. It is to this base that 
Moscow is adding its foreign eco= 
nomic penetration deals designed 
to wean to its camp the uncom-= 
mitted and newly developing 
areas of the world. 


Recipients Not Limited to 
Followers 


It is important at the outset te 
note that Soviet credits and grants 
are not limited to those countries 
where there is an early prospect 
of acceptance of Communist 
doctrine. 


Of the $2 billion of development 
and military aid extended by the 
Sino-Soviet Bloc over the past 
three years—and this is exclusive 
of intra-Bloc aid which is a sub- 
stantial drain on Soviet economy 
—large sums have gone to coun- 
tries which are not now in the 
Soviet camp. 


Let us get down to cases: In 
Egypt the Communist party was 
outlawed at the time of the Bloc’s 


Continued on page 30 
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Businessmen are the Key to 
Revival and Futare Expansion 


By HON. SINCLAIR WEEKS* 
Secretary of Commerce 


In ushering in recent two-day American Management Assn’s 
“Economic Mobilization Conference,’ Commerce Secretary 
Weeks praisingly endorses businessmen’s key role in economy’s 


revival and future expansion. 


Presents data projecting great 


growth ahead in mext decade. Sees, for example, nearly 50% 
rise in Gross National Product and per cavita personal income 
growing from $1,931 to $2,310. 


This meeting is needed by 
America right now. It will make 
known to businessmen every- 


where and to the general public 
the fact that 
private man- 
agement is 
mobilizing its 
vast resources 
to improve the 
current eco- 
nomic situa- 
tion and to 
continue eco- 
nomic growth. 

This two- 
day program 
should have 
a significant 
impact for 
good upon 
sales, produc- 
tion and jobs. I am sure that con- 
fidence generated here will be 
reflected to the nation. 

This conference demonstrates 
private enterprise at its best, with 
emphasis on both words—private 
and enterprise. 

I congratulate you because, in- 
stead of sitting back or pleading 
with Uncle Sam to run every- 
thing, private management itself 
will describe what is being done 
by business to encourage increased 
business activity. 


Sinclair Weeks 


“Do It Yourself” Project 

It is an inspiring ‘do-it-your- 
self” project in healthy revival. 

Your meeting is in keeping with 
the traditional American outlook 
on life. All through our history, 
optimism has been a chief char- 
acteristic of Americans. The fact 
that our economy has grown to 
first place in the worid is proof 
of the foresight of optimists. 

Confidence is a basic ingredient 
of economic health. But confi- 
dence requires facts for nourish- 
ment. Faith without facts could 
be merely wishful thinking. 

Theretore, this conference will 
render a great service to business 
and to the public by presenting 
the whole truth about the eco- 
nomic situation — both the good 
and the bad — and by looking 
ahead with the same realism. 

For when the complete picture 
of our economic foundation is ex- 
amined and its growth potential 
is appreciated, faith in our na- 
tion’s future waxes strong. 

As I said before, this is not a 
conference in which government 
tells business what it ought to do. 
This is a conference in which 
businessmen, themselves, tell one 
another what can be done to in- 
crease the pace of recovery. 

Governinent, of course, can do 
much to create and maintain a 
climate in which private initiative 
can function successfully. On the 
other hand, experience has shown 
that government also can disturb 
business, hamper business and 
even wreck business. 

Government can scare custom- 
ers by panic propaganda and by 


reckless policy and legislation. 
Government can pile up future 
tax burdens through excessive 


deficit financing. Government can 
blow an icy wind that overnight 
freezes public confidence. 

This Administration intends that 
government shall be a stepning- 
stone and not a stumbling block. 





“A talk by Mr. Weeks before the Eco- 
nomic Mobilization Conference of the 
American Management Association, New 
York City, May 19, 1958. 
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I assure you it will do everything 


possible to build a iirm founda- 
tion for confidence. 
However, irrespective of gov- 


ernment’s role in the economy, the 
business. For the chief 
‘business of private industry is to 
niake private industry succeed. 


Key to Revival 
Theretore, businessmen, repre- 
senting more than four million in- 
dependent enterprises, are the key 
to revival and future expansion. 
Their information, their attitudes, 


Population (millions) —- ; 


Households (millions) _...__------ 
‘Employment (civilians and armed forces) 


(millions) ____ 


Gross national product (billions of 1957 $) 
Personal income (billions of 1957 dollars) 
Personal income per capita (1957 dollars) 


‘Seasonally adjusted. 


Sure, we see some weaknesses 
now—and with the help of busi- 
ness, we are getting rid of them. 
But, with equally sharp eyes, we 
also can see our nation’s great 
strength and its great future pos- 
sibilities. 

I should like to hand on to you 
some advice from a Vermont 
Yankee, who in his day faced sit- 
uations before which the faint- 
hearted quailed. 

I speak of Ethan Allen of Revo- 
lutionary War fame. Certain fear- 
ful members of the Continental 
Congress suggested that the guns 
ana supplies which Allen _ had 
captured at Fort Ticonderoga be 
hunded back to the British. 

This was too much for this 
stouthearted New Englander. He 
blew up in a combined burst of 


efforts and 
pe among 
in this 


their decisions, their 
their confidence will 
the most potent factors 
year’s econumic picture. 

Their progress will bolster the 
job security of the nearly 63 mil- 
lion workers now employed and 
will create additional job oppor- 
tunities. Businessmen are the na- 
tion’s chief hope for steady, sound 
recovery. 

Our free enterprise system is 
the most powerful economic sys- 
tem on earth. Our national prod- 
uct is more than double that of 
our nearest competitor, the Soviet 
Union. 

The prospect for great growth 
in the coming years is clear to 
realists with vision. 

Among plus factors forecasting 
progress are increased population, 
expanded education, research, 
world trade and other generators 
of markets. 


Projects 10-Year Data 
Here are some statistics which 
i have gathered that project great 
growth. They anticipate a market 
which should inspire the confi- 

dence of every businessman. 
I have set them up on a ten- 
year series: 1948—now—and 1968. 


1948 Now 1968 
- 146.6 173.0 205.5 
ate ee 40.5 50.4 60.3 
mane 60.8 66.7 80.5 
$314 $416 $600 
244 334 475 
1,665 1,931 2,310 


anger and sublime faith. He wrote 
to Congress: 

“I wish to God America would 
at this critical juncture exert her- 


self ... She might rise on eagle 
wings and mount up to glory, 
freedom and immortal honor if 


she did but know her strength.” 
Some of that faith rubbed off 
on Congress and it sent the guns 
to George Washington at Boston. 
This Mobilization Conference, 
aflame with the spirit of Ethan 
Allen, can do much to inspire con- 
fidence all over this land. It can 
help America to know her great 
strength. It can stimulate busi- 
nessmen at this critical juncture 
to use the thrust and vigor of 
private enterprise in building a 
better future for themselves and 
all other Americans. 


$32 Million Ohio Construction Bonds Marketed 


Blyth & Co., Inc., Lehman Bro- 
thers, Halsey, Stuart & Co. Inc., 
B. J. Van Ingen & Co., Inc. and 
The Ohio Company are joint man- 
agers of the group that made pub- 
lic offering on May 20 of $32,000,- 
000 State of Ohio Major Thorough- 
fare Construction Bonds, series J, 
at prices to yield from .75% for 
those due Sept. 15, 1958 to 2.85% 
for the 1971-72 maturities. The 
group was awarded the issue on a 
bid of par for a combination of 
6%, 2%, 2.40%, 242%, 2.70% and 
2.80° coupons, a net interest cost 
of 2.673%. 

These Series J bonds, which are 
rated Aa by Moody’s and A-1 plus 
by Standard & Poor’s, are the 
10th instalment to be issued of 
$500,000,000 authorized by the 
electors by amendment of the 
State Constitution in 1953. They 
are being issued for the purpose 
of providing moneys for the ac- 
quisition of rights-of-way and for 
construction and reconstruction of 
State highways. They are payable, 
as to both principal and interest, 
solely from fees, excises or license 
taxes levied by the State on ve- 
hicles and fuels. The constitution 
provides that a sufficient amount 
of the proceeds from these taxes 


be set aside each year for debt 
service on the bonds. without 
legislative appropriation. 

Among those associated with 


the managers in the offering are: 

Braun, Bosworth & Co. Inc:: 
Drexel & Co.; The First Boston 
Corp.; Glore, Forgan & Co.: Gold- 


man, Sachs & Co.; Harriman, Rip- 
ley & Co., Inc.; Kidder, Peabody 
& Co.; Kuhn, Loeb & Co.; Lazard, 
Freres & Co.; 

McDonald & Co.; Merrill Lynch, 
Pierce, Fenner & Smith; Phelps, 
Fenn & Co.; Smith, Barney & Co.; 
White, Weld & Co.; A. C. Allyn & 
Co., Inc.; Bear, Stearns & Co.; A. 
G. Becker & Co., Inc.; Blair & Co., 
Inc.; J. C. Bradford & Co.; Alex. 
Brown & Sons; 

R. S. Dickson & Co., Inc.; Equit- 
able Securities Corp.;: Hornblower 
& Weeks; F. S. Moseley & Co.; 
Paine, Webber, Jackson & Curtis; 
R. W. Pressprich & Co.; Shields & 
Co.: Stone & Webster Securities 
Corp.; and Dean Witter & Co. 


A. M. Kidder Adds 


(Special to Tur FINANCIAL CHRONICLE) 

FT. LAUDERDALE, Fla.—Law- 
rence R. Wagner, Jr. is now af- 
filiated with A. M. Kidder & Co., 
Inc., 207 East Las Olas Boulevard. 


With Dayton Company 


(Special to Tite Frnanciat CHRONICLE) 


MIAMI, Fla.—Stanley V. Hume 
is now affiliated with Dayton 
Company, 7245 Southwest Fifty- 
seventh Avenue. 


Joins Douglas Bark 


Special to THe FINANCIAL CHRONICLE) 
LAKELAND, Fla. — George E. 
Steinmeyer, Jr. has joined the 
staff of Douglas E. Bark & Com- 
pany, 1118 East Palmetto Street. 
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Atomic Policy in the Space Age 
By HON. ROBERT McKINNEY* 


United States Representative, 
International Atomic Energy Agency. Vienna, Austria 


Our international atomic energy spokesman urges we continue 
to maintain world technological leadership by giving the 
“highest possible priority” to “the early construction of civilian 


atomic power plants abroad.” 


Mr. McKinney avers extensive 


world market the Agency is helping to open up offers éndus- 
trialists great benefits and permits them to talk to potential 
customers more specifically about costs and other details. 
Claims there is no better evidence of leadership than reactors 


of American design or fired 


with American fuels feeding 


electricity throughout the world, and that our friends and Allies 
must help in this competition as the stakes are as high for 
them as they are for us. States new world Agency is dedi- 
cated to furnishing the deficit world areas with: dependable 
supplies of nuclear fuels and reactor materials; isotopes and 
radiation developments, and health-safety program. 


Last October the brilliance of 
one of the world’s great political 
accomplishments — the formation 
of a worldwide organization ded- 
icated to the 
peaceful uses 
of atomic en- 
ergy—was 
eclipsed by 
an outstand- 
ing technical 
accomplish- 
ment—the 
launching of 
the first arti- 
ficia] satellite 
fortheex- 


ploration of 
space. 
One of my 


Robert McKinney 


first lessons in 
the implica- 
tions of Sputnik happened by 
chance to take place at a luncheon 
at the Russian Embassy in Vienna 
the day after the Russian moon 
rose into its orbit. My luncheon 
partner—the chairman of the So- 
viet Commission for Atomic En- 
ergy, his country’s Ambassador to 
the International Atomic Energy 
Agency, and an eminent scientist 
in his own right — occupied our 
visit by explaining how this and 
other earth satellites could add to 
our Knowledge of the universe. 
It was, he said, not as a soldier or 
politician—or, indeed, as a Com- 
munist — that he was proud his 
country had been first; it was as a 


. scientist himself. 


Space Vehicles and Atomic 
Energy 


Our generation’s interest in the 
wonders of the universe was first 
directed to one extreme of the 
range, the microcosmos within the 
atom. But the many peaceful uses 
of atomic energy which were fore- 
seen following the discovery of 
fission were obscured by World 
War II. And now, the perfection 
of rockets and earth satellites 
focuses our interest at the other 
end of the range, the macrocosmos 
of infinite space. Here again, be- 
cause of the Cold War, the mili- 
tary uses of space vehicles obscure 
their peaceful uses. 

The discovery of atomic fission 
was not due to coincidence or 
luck. Rather, it was the result of 
long search and cumulative prog- 
ress by scientists in many coun- 
tries. Few, if any, of the early 
investigators worked in the hope 
that their discoveries would lead 
to destructive forces beyond their 
own powers of comprehension. 
Military applications of atomic 
energy were more often the by- 
product than the inspiration of 
science. Similarly, our desire to 
girdle the world with man-made 
moons was not to fill some mili- 
lary procurement contract, but 
came from man’s God-given drive 
to know all we can about crea- 
tion. But, as in the case of atomic 
energy, the first large-scale ap- 
plication of our knowledge of 





*An address by Mr. McKinney before 
the Atomic Energy Management Con- 
ference of Atomic Industrial Forum and 
National Industrial Conference Board, 
Chicago, Ill. 





rocket propulsion was in the 
manufacture of weapons. World 
War II versions of these missiles 
were aimed from the Evropean 
continent inaccurately at targets 
around London. Improved. ver- 
sions now make it possible for 
missile attacks to be launched in- 
accurately toward targets thou- 
sands of miles away. ,And the 
vreater the distance by which the 
target is likely to be missed, the 
more hideously powerful the ex- 
plosive which the vehicle must 
carry. 

The relationship between these 
two. startling developments — 
atomic energy and space vehicles 
—xgoes beyond the parallel I have 
described. Because military re- 
quirements obscured the latent 
peaceful benefits, it was not un- 
til long after the discovery of fis- 
sion that programs were launched 
to develop peaceful atomic bene- 
fits for the world at large. And 
today, only shortly after the first 
three instrumented satellites have 
climbed into their orbits, there is 
danger that the peaceful potential 
of space propulsion will be ob- 
scured. 

There is no question in my mind 
that the decision ot the United 
States to press forward with mili- 
tary applications of atomic energy 
and missiles is correct. We dare 
not divest ourselves unilaterally 
of the powerful deterrent effect 
of the new weapons systems 
formed by adapting nuclear and 
thermonuclear explosives to 
long-range missiles. Such a de- 
velopment is a natural and neces- 
sary measure for ensuring our na- 
tional security. But we should not 
forget that it was the opportunity 
to use warheads capable of dev- 
astating huge areas that made 
investigation of long-range bal- 
jistic missiles militarily interest- 
ing. Without nuclear warheads, 
these missiles would not go far in 
replacing conventional weapon 
delivery systems, as their high 
cost would prohibit their use for 
carrying low-yield explosives. 

It is in this context that I would 
like to discuss the subject “Atomic 
Policy in the Space Age.” First, 
I would like to establish a basis 


for this discussion by giving a 
brief status report on the Inter- 


national Atomic Energy Agency, 
touching upon what the Agency 
was designed to do, and where it 
stands today. I would next like 
to suggest what the United States 
and the American atomic industry 
can expect to receive from the 
Agency. In the course of these re- 
marks, it will be my purpose to 
raise some of the more critical 
policy considerations which the 
advent of the Space Age makes 
necessary. 


Work 


For nearly four years repre- 
sentatives of many nations, in- 
spired by President Eisenhower's 
declaration before the United Na- 
tions in Dec. 1953, had negotiated 
with patience and devotion to 
create an instrument by which 


Continued on page 31 
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THE MARKET... AND YOU 


By WALLACE STREETE 














The stock market correc- 
tion bumped bottom this week 
without having retreated very 
far under the 460 level while, 
on the other hand, finding 
support without sinking as 
low as the 450 level as some 
technicians had expected. It 
was a middle-of-the-road dem- 
onstration. consequently. 


Among the more favorable 
aspects was that quality lead- 
ership took over to stem the 
correction, steels being promi- 
nent in the van as the indus- 
try production continues to 
edge up moderately. The nor- 
mally slow-moving U. S. Steel 
in one session carved out an 
advance of nearly two points 
which is not its wont. 


American Telephone was 
prominent on persistent 
strength that carried it to the 
best price of the year early in 
the week. The languid golds, 
which in the past were a re- 
cession shelter, were also in 
continued demand with sev- 
eral posting new highs. Even 
the oils, which were unsteady 
on the latest rash of crises 
abroad, steadied and some of 
the domestic outfits were able 
to join in on general market 
strength. 


The erratic item was Po- 
laroid which, as has happened 
recently, was beset by rumors 
of competitors moving in on 
it. Although these were 
denied as fast as they came 
along, the stock had some 
rough moments that kept this 
erstwhile wonder-worker el- 
fectively restrained. 


Rising Short Interest 

Part of the general strength, 
too, was attributed to expec- 
tations of a large increase in 
the short interest which 
proved to be directly on tar- 
get. When the short interest 
was issued it showed a 704.- 
000-share jump to 5,472,000 
shares which was second only 
to the record 5,589.000 shares 
in May, 1931, when such fig- 
ures were compiled for the 
first time in history. With 
some four times the shares 
listed currently as were on 
the Big Board in 1931, any in- 
crease in skepticism could 
easily erase this 27-year old 
record. 


Also its subject of consider- 
able skepticism were the oil 
companies, and particularly 
those whose forte is finding 
and producing oil. In part this 
stemmed from the fact that. 
after years of sitting pat, some 
of the investment companies 
were lightening their holdings 
of such a producer-favorite as 
Amerada. More important 
was the glut of oil in storage, 


but the industry has made 
important strides in cleaning 
this up via cutbacks in re- 
finery runs and _ production. 
In any event it appeared that 
the problems were dissolving 
and an occasional member of 
the group, including Ohio Oil 
and Richfield. was able to 
struggle to the new highs lists. 
Even the laggards weren't 
threatening their lows to any 
great extent. so the markei 
generally hasn’t given up on 
the oils yet. What had been 
accomplished, however, was 
an end to the fad of picking 
out likely merger candidates 
where reserves could be 
bought more cheaply than by 
direct drilling. 


Merger Candidate 


A perennial merger candi- 
date is Bestwall Gypsum 
which, among others, at one 
time was holding discussions 
with Johns-Manville but at 
the moment there would seem 
to be nothing going on even 
in the talking stage. 


Bestwall, however, is in a 
business where the commer- 
cial deposits of gypsum are 
owned by established com- 
panies and the only way to 
get into the field is by buying 
out a company with such re- 
serves, so the merger rumors 
probably aren’t going to be 
stilled for long. The company 
itself seems to have aban- 
doned such ideas and is pur- 
suing an aggressive expansion 
program that aims at doubling 
its capacity. The downturn in 
residential building last year 
adversely affected the com- 
pany’s results but with hous- 
ing starts seen as increasing 
the prospects are brighter. 
Bestwall, in fact, was able to 
boost earnings in the first 
quarter while its two largest 
competitors showed drops. 
Meanwhile, the stock has re- 
treated nearly 40‘: from its 
high of two years ago. The 
stock is not on any yield lists 
since no dividends are beine 
paid or are likely for severa' 
years until its expansion is 
completzd. Holders have been 
getting stock payments only. 


Despite the prospect olf 
sturdy earnings at a_ time 
where lower results are gen- 
eral, the aircrafts were fai 
from being in urgent popu- 
larity, Boeing for instanc 
holding in about an eight 
point range this year against 
the loss of 50‘, of its peak 
price to last year’s low on a 
swing of more than 32 points. 
Boeing, however, is highly re 
garded among those who notc 
its large backlog for commer- 
cial jet transports which 
makes it more immune than 
the others to shifting govern- 


Number 5744... The Commercial and Financial Chronicle 


ment orders. There is a good 
chance its earnings this year 
might hit record levels and at 
recent prices it was selling at 
less than seven-times the 1958 
profit projection. 


Newly Emerging Defensive 
Group 

Another defensive group 
that, at least among the mar- 
ket analysts, was coming into 
favor was the shoe industry 
where stability is the: rule. 
When speculative fever is 
around it is concentrated else- 
where which makes the shares 
laggards. Yet Brown Shoc. 
for one, by expansion and ac- 
quisition has tripled its sales 
in the last decade which isn’t 
exactly a pattern of no 


growth. Record sales were 
chalked up last year by 
Brown and a new record is 


anticipated for this year, yet 
the stock has held at only 
around 10-times last year’s 
earnings and less than 10- 
times anticipated profit for 
this year. Its indicated yield 
is well into the 4‘. bracket 
and the company, which 
boosted its payout last year 
but still retained more than 
50‘. of earnings, is something 
of a candidate -for a dividend 
boost in addition. 

Two Interesting Retailers 

In the stores section May 
Department Stores has an 
excellent record of being able 
to maintain profits even when 
the general ecohomy is trou- 
bled. The stock has _ been 
available at a yield well above 
5‘,, in large part because of 
a dip in earnings for the last 
fiscal year despite record sales 
for the third year in a row. 
The pinch on earnings, how- 
ever, was mostly due to large 
costs in its expansion program 
and, with some large projects 
still underway, no immediate 
improvement is in sight. But 
once these costs tail off, 
sharp rebound could be ex- 
perienced particularly if it is 


Bond Club of New York Receives Nominees 


(2297) 17 





Harold H. Cook of Spencer Trask & Co. has been nominated 
for President of the Bond Club of New York to succeed Sumner 


B. Emerson of Morgan Stanley & 





Harold H. Cook 


nominated for 
for Treasurer. 





W. B. Chappell 


Co. The election will take place 





Allen J. Nix 
June 6 at the club’s annual Ficld Day at the Sleepy Hollo 
Country Club, Scarborough, New York. es ai 
Nominated to succeed Mr. Covk as Vice-President of the 
Bond Club is William B. Chappell of The Boston Corporation. 
The new slate of officers also includes Allen J. Nix of Riter & Co., 


Secretary, and Macrae Sykes of Shields & Co. 


As new members of the Board oi Governors, the club has 


nominated Ernest W. Borkland of Tucker, Anthony & R. 
Allen C. DuBois of Werthcim & Co.. : 


L Day, 
Avery Rockefeller Jr. of 


Dominick & Dominick, and Earl K. Bassett of W. E. Hutton & Co. 


Jos. Faroll Partners 


On May 29th, James M. O’Hern, 
Kenneth J. Kurash, and Stuart B. 
Rafkind, members of the New 
York Stock Exchange, will be ad- 
mitted to partnership in Joseph 
Faroll & Co., 29 Broadway, New 
York City, members of the New 
York and Midwest Stock Ex- 
changes. On the same date Eu- 
gene Greenberger and Roland B. 
Stearns, general partners, and 
Richard W. Baron, Bernice D. 
Faroll, Barbara E. Lans and Asher 
Lans, limited partners, will re- 
tire from the firm. 


coincident with a general 
economic upturn. 


Also in the stores group. 
Gimbel Brothers was able to 
post highest earnings in a 
decade on record sales for its 
latest fiscal year with more 
improvement in sight for the 
current year. Its dividend was 
covered twice over last year 
and improved earnings would 
make it a dividend boost can- 
didate. However, at present 
levels it returns nearly 6‘. , 
definitely above-average. 

|The views 
article do not 


expressed in this 
necessarily at any 
time coincide with those of the 
“Chronicle.” They are presented 
as those of the author only.} 


John G. Morgan Mutual 
Fund Manager for 
Kidder, Peabody & Co. 


John G. Morgan has become 
mutual funds manager for Kidder, 
Peabody & Co., 17 Wall Street, 
New York City. 


Join Walston Staff 


Joseph P. McCluskey and T. C. 
Yang have become associated with 
Walston & Co., Inc., 74 Wall St., 
New York City, members of the 
New York Stock Exchange, as 
registered representatives. Mr. 
McCluskey will be in the Com- 
modity Department. 


With Josephthal Co. 


BROOKLYN, N. Y.—Josephthal 
& Co., members of the New York 
Stock Exchange, announce that 
Harold S. Schifreen is now asso- 
ciated with the firm as a regis- 
tered representative in the Brook- 
lyn office, 186 Montague Street. 


With Woodcock, Hess 


PHILADELPHIA, Pa. — Wood- 
cock, Hess, Moyer & Co., Inc., 123 
South Broad Street, members of 
the New York Stock Exchange 
and other leading exchanges, an- 
nounce that Gustav H. Rosser is 
now associated with them as a 
registered representative. 
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The Need for Reducing 
The Corporate Income Tax 


- By DON M. SOULE 
Assistant Professor of Economics, University of Hlinois 


Illinois professor offers an economist’s insight on the need for 
corporate income tax reform, submits a tax reform plan, and 
discusses advantages and possible criticism. In advocating a 
tax be levied on corporate retained earnings only, so that it 
would apply to profits and not to costs, Dr. Soule explains 
why dividends should be excluded from taxable corporate net 
income and a graduated lower rate be applied to smaller cor- 
porations to benefit them rather than to penalize the larger 


corporation. 


Warns that excessive progression in our tax 


systems may be a luxury we cannot afford. 


The need for basic revision of 
the Federal corporate net income 
tax has been brought sharply into 
focus by recent empirical studies 
whichindi-. 
cate that, 
over the long 
run, success- 
ful corpora- 
tions have 
been able to 
adjust their 
costs and 
prices so as to 
maintain the 
average rate 
of return 
(after tax) on 
net worth. 
Economic an- 
alysis teaches 





Don M. Soule 


that if busi- 
mess earnings are reduced by tax 
below some necessary amount, 


adjustments will take place over 
the long run to restore necessary 
earnings. Therefore, the failure 
of after-tax earnings to decline 
(on the average for all profitable 
manufacturing corporations over 
the long run) in the face of 
higher tax rates strongly suggests 
that a large part of corporate 
profits is cost or necessary earn- 
ings rather than economic profit. 

The main purpose of the corpo- 
rate income tax is to tax income 
which is retained in the corpora- 
tion and therefore is not reached 
by the personal income tax. Most 
estimates of stock ownership 
show heavy concentration in the 
higher income groups where in- 
comes are subject to high mar- 
#inal rates of tax. The present 
corporate tax rate of approxi- 
mately 52% on both dividends 
and retained earnings represents 
a rate of somewhere between 67 
and 100% on retained earnings 
alone.* Of course, individual 
stockholders are over- or under- 
taxed depending on their tax 
brackets, and corporations with 
equal profits but different pay- 
out ratios are taxed at different 
rates on retained earnings. But 
the present arrangement for tax- 
ing corporate profits does accom- 
plish the purpose of taxing re- 
tained earnings at the approxi- 
mate, average personal income 
tax rate which would apply if all 
of corporate profits were distrib- 
uted as dividends. 

It is almost universally agreed 
that a tax on personal net income 
cannot be shifted. Therefore, a 
corporate income tax which 
merely simulates the results of a 
personal income tax should not be 
shifted. But empirical evidence 
as well as informed opinion 
strongly indicate that the corpo- 
rate income tax is shifted. One 
likely solution to this paradox is 





*For the years 1940 to 1956, dividends 
of all corporations averaged about 50% 
of after-tax earnings. Assuming a tax 
of 50%, a typical corporation earning 
$1,000,000 might pay $500,000 in taxes, 
distribute $250,000 in dividends, and re- 
tain $250,000. On the assumption that 
dividends would have been no higher had 
there been no tax, a tax of $500,000 
would be paid on $750,000 of retained 
earnings (before tax). If dividends would 
have been 50% of total earnings had 
there been no tax, a tax of $500,000 
would be paid on $500,000 of retained 
earnings. Thus a tax levied only on re- 
tained earnings would require a rate of 
at least 67% to equal the yield of the 
@resent corporate income tax. 


that retained earnings are not 
personal income of stockholders 
but rather are costs or necessary 
earnings which lack tax paying 
ability. 

The usual distinction between 
cost and profit applicable to the 
partnersip form of business in a 
purely competitive and stationary 
economy may be inappropriate 
for large corporations competing 
in a changing and growing econ- 
omy. One of the most distinctive 
characteristics of the large corpo- 
ration is its ability to provide the 
large amounts of investment 
funds which are necessary in a 
competitive process emphasizing 


economic change and _ growth. 
The dominant form of business 


organization measured in value of 
goods produced, is the large cor- 
porations, but the tax laws have 
not been designed to take its pe- 
culiar characteristics properly 
into account. This neglect not 
only has allowed tax shifting but, 
as will be shown below, has 
caused undue hardships on small 
and new corporations, Corporate- 
profits taxation would be im- 
proved greatly by a more realistic 
distinction between cost or neces- 
sary earnings and profits. 


Competition and Necessary 
Earnings 

The tax-paying capacity of cor- 
porate retained earnings might 
best be determined by consider- 
ing the use to which they are put. 
Retained earnings play a strategic 
role in the competitive process 
because they are an important 
source of growth funds. Looking 
back at the economy’s perform- 
ance over a long period of time, 
it becomes clear that the impor- 
tant aspects of competition are 
the development and introduction 


of new and improved products 
and lower-cost methods of pro- 
duction. The major objective of 


any business enterprise is to in- 
crease its sales and profits, and 
this can be done more effectively 
by improving its product or low- 
ering its costs than by cutting the 
price on existing types of goods 
produced with existing facilities. 
A price cut can be matched im- 
mediately by all existing firms, 
but introduction of new products 
or methods can be matched only 
if and when competitors can im- 
itate or improve on the innova- 
tion. In the typical market situa- 
tion of a few large firms, in- 
creased sales by one firm cause 
such a large reduction in sales of 
other firms that retaliation is im- 
perative. Thus the long-run com- 
petitive process has become one 
of almost constant improvement 
and expansion of products and 
facilities in which each business- 
man tries to increase his share of 
the market while at the same 
time adjusting to similar efforts 
by other businessmen. Innova- 
tion and imitation require large 
amounts of investment funds; 
consequently, those firms which 
are best able to obtain the neces- 
sary investment funds have one 
important advantage. 


The modern large corporation 
possesses three characteristics 


which give it a good chance of 
surviving in the long-run com- 


petitive process. First, it usually 


can obtain sufficient monopoly 
power to protect § innovational 
profits by delaying imitation and 
entry by other firms. Second, it 
has the ability to retain a large 
part of these extra profits in the 
corporation with or without stock- 
holder consent. Third, it has the 
ability to obtain, when necessary, 
investment funds from the or- 
ganized capital markets by sale of 
stocks and bonds. In so far as 
continuous improvements in prod- 
ucts and techniques are necessary 
for survival in the long-run com- 
petitive process, the large corpo- 
ration has an important advantage. 
From the _ point of view of 
consumer welfare, however, 
domination of most important in- 
dustries by large corporations 
earning high profits has generally 
been regarded as undesirable. The 
theory that consumer welfare is 
maximized in a capitalist or free- 
enterprise economy assumes that 
industries are made up of a large 
number of small firms earning 
only normal profits. However, this 
theory gives inadequate consider- 
ation to economic change. When 
the desired long-run improve- 
ments and expansions of products 
and productive facilities are taken 
into consideration, the modern 
large corporation could very easily 
be regarded as a significant social 
invention because of its ability to 
acquire the needed investment 
funds. 


Innovational Profits 
Some writers have expressed 
great doubt that, in a purely com- 
petitive economy, the extra profits 
from innovation would be suffi- 
ciently large in amount and long 


in duration to call forth the: 
types and numbers of improve- 
ments to which the public has 


become accustomed. The basis for 
this doubt is the great ease of 
entry and imitation in pure com- 
petition which causes innovational 
profits to be of short duration. 
According to this view, it is only 
by possessing a degree of monopoly 
power which prevents or signifi- 
cantly delays imitation and entry 
by other firms that a firm can 
expect to preserve the extra 
profits from innovation and thus 
provide an amount of profit which 
will justify the investment and 
risk undergone in financing the 
innovation. In the typical industry 
dominated by large corporations, 
these extra profits tend to be 
retained in the corporation and to 
finance further improvement and 
expansion of products and facili- 
ties. Thus the extra profits of in- 
novation are both the incentive to 
innovate and a major source of 
funds to finance further innova- 
tions. In so far as these changes 
would not occur in_ sufficient 
amounts without these’ extra 
profits, the large corporation need 
not be regarded as an unmitigated 
evil. 

Admittedly, the fact that re- 
tained earnings are a major source 
of funds used to finance the de- 
velopment and _ introduction of 
new products and improved tech- 
niques of production does not 
necessarily prove that these extra 
profits are a necessary cost of 
staying in business. Growth funds 
could be obtained’ by ~° other 
methods. It also is impossible to 
prove that the desired rate. of 
growth and change could not be 
achieved if all industries consisted 
of a large number of small firms 
which paid nearly all of their 
earnings in dividends. It is im- 
portant to note, however, that 
great progress has been made 
without these theoretically perfect 
conditions and that expansion out 
of retained business profits is 
typical of the successful business 
enterprise. But the most convinc- 
ing evidence that a part of cor- 
porate retained earnings might be 
a cost of staying in business over 
the long run is to be found in 
empirical studies showing that 


successful corporations generally 
reductions 


have not suffered in 





their after-tax rates of return on 
net worth. That is, the corporate 
income tax apparently has been 
shifted. 


Shifting of the Corporate Income 
Tax 


The most important factor caus- 
ing the corporate income tax to 
be shifted is its effect on retained 
earnings. Over the years, the in- 
dividual firm’ must improve and 
expand its products and facilities 
if it would maintain its share of a 
changing and expanding market. 
Retained earnings are the pre- 
ferred source of growth funds for 
large corporations, and for smaller 
corporations they are virtually the 
only source. Because of the com- 
mon practice of paying only a 
necessary minimum rate of divi- 
dends and using the remainder of 
corporate profits for re-invest- 
ment, the corporate income tax 
béars, to a large degree, on funds 
which otherwise would be used 
to finance’ improvement and ex- 
pansion of products and facilities. 
This reduction in retained earn- 


ings has a-crippling effect on 
those corporations which lack 
access to external funds, but it 


néed not prevent necessary growth 
for corporations with good earn- 
ings records and credit ratings and 
the ability to sell stocks and bonds 
to the general public or borrow 
from banks. Consequently, those 
corporations with access to ex- 
ternal funds are able to increase 
their market shares and earnings 
whereas other corporations are 
not. The changes in rates of return 
on net worth accompanying these 
changes in: market shares have 
the effect of shifting part of the 
corporate-income tax burden from 
successful to unsuccessful corpo- 
rations, 

Another. part of the corporate 
income tax ‘probably has been 
shifted forward to consumers in 
a greater spread between cost and 
price. Although part of this 
greater spread has been allowed 
by a higher'rate of turnover (ratio 
of sales to investment), price in- 
creases have played an important 
role. The corporate income tax 
has a stimulative effect on total 
spending and the _ price level 
because it reduces one of the main 
sources of investment funds with- 
out reducing, by an equal amount, 
the desire to invest, Initially, the 
corporate income tax is_ paid 
mainly out of corporate savings 
and has little direct effect on divi- 
dends and consumption. Most other 
types of taxes bear on consump- 


tion to a much greater degree. 
Therefore, use of the corporate 
tax rather than greater use of 


other taxes has the effect of caus- 
ing consumption to be a higher 
percentage of national income 
than otherwise. Increased con- 
sumption added to government 
expenditure of tax revenue (which 
would be the same regardless of 
the tax form) constitutes an in- 
crease in spending by businessmen’s 
two main customers consumers 
and government. In the face of in- 
creased spending by customers, 
the desire to invest could hardly 
be expected to decline by the full 
amount of the tax. Private invest- 
ment in excess of private savings 
could be financed by expansion 
of a generally flexible supply of 
bank credit. Thus the sum of 
spending by consumers, govern- 
ment, and investors would be 
larger, and this increase in total 
spending would allow part of the 
corporate income tax to be shifted 
forward in higher prices. 





On the basis of the above an- 
alysis, it would seem that the 
corporate income tax has been 
shifted almost out of necessity be- 
cause some elements of cost or 
necessarv earnings are included in 
taxable corporate net income. Be- 
cause of the adverse effects on 
those corporations which are un- 
able to obtain external investment 
funds, the possible adverse effects 
on total investment, and _ the 
improper distribution of the tax 
burden which might result from 
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the shifting of a supposedly non- 
shiftable tax on corporate profits, 
it would be desirable to modify 
the corporate income tax so that 
it would apply only to profit and 
not to costs. 


The Proper Base for a Tax on 
Profit 


The minimum requirement for 
removing cost elements from the 
definition of taxable corporate net 
income would be the complete 
exclusion of dividends. Because of 
the widespread practice of main- 
taining dividends at a fairly 
stable percentage of stockholders’ 
investment and using the re- 
mainder of profits for expansion, 
it would be sufficiently accurate 
to regard actual dividends as 
necessary dividends. Exempting 
dividends from the corporate in- 
come tax would apply the present 
rate of approximately 52% to 
retained earnings alone and would 
represent a substantial reduction 
from the present 67 to 100% rate. 
It is difficult however, to deter- 
mine whether or not 52% would 
be a proper rate of tax on retained 
earnings. 

If retained earnings were re- 
garded merely as_ stockholders’ 
net income left in the corporation 
to avoid personal income taxes, 
crude justice would require that 
retained earnings be taxed at the 
average personal income tax rate 
which would apply if all earnings 
were distributed. A higher rate 
of tax might be justified if. re- 
tained earnings were thought to 
include excessive or monopoly 
profits. But if retained earnings 
were thought to include some ele- 
ments of cost or necessary earn- 
ings, the rate ought to be lower, 
Unfortunately, there is no way to 
prove definitely whether, and to 
what extent, retained earnings 
are costs, stockholders’ income, or 
extra profits. But the preceding 
analysis strongly suggests that 
some part of retained earnings 
are necessary to provide the 
growth funds needed to finance 
those improvements and expan- 
sions of products and facilities 
which are important aspects of 
competition. Attempts to reduce 
retained earnings below this 
necessary amount have been the 
main cause of tax shifting and the 
consequent adverse effects on 
small and new corporations. A 
lower rate on retained earnings 
seems justified. Because of the 
great difficulty of determining 
exactly how much lower the rate 
ought to be, the complete exemp- 
tion of dividends would offer a 
practical solution to the problem 
of overtaxation of retained earn- 
ings. 

All sizes of corporations would 
benefit by a dividend exemption; 
therefore, the obvious question is 
how smaller corporations would 
receive a relative benefit. One 
advantage would be the reduced 
importance of the large corpora- 
tion’s ability to obtain external 
funds. With retained earnings 
increased, smaller corporations 
would more likely be able to fi- 
nance necessary growth out of 
retained earnings, and the lack of 
external funds would not be seri- 
ous. In addition, a lower rate of 
tax might be levied on the re- 
tained earnings of smaller corpo- 
rations. Under the present law, a 
degree of graduation is accom- 
plished by taxing the first $25,000 
of profits at 30% and the remain- 
der at 52%. A similar arrange- 
ment could be continued after the 
dividend exclusion. 

For example, the first $10,000 
of retained earnings might be 
taxed at 10%, the second $10,000 
at 20%, etc. with retained earn- 
ings in excess of $50,000 taxed at 
50%. A corporation earning 
$100,000 and paying $25,000 divi- 
dends would pay a tax of $27,500 


on retained earnings of $75,000 
for an effective rate of 36.7%. 


Under the present law, this cor- 
poration would pay a tax of $46,- 
500 on retained earnings of $75,- 
000 for an effective rate of 62%. 
A flat rate of 52% on retained 
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earnings would, of course, be an 
effective rate of 52%. To avoid 
forced payment of dividends as a 
means of minimizing the tax on 
retained earnings, any graduation 
would best be designed as a 
benefit to smaller corporations 
rather than a penalty on larger 
corporations. 


Advantages and Possible 
Criticisms 


A tax levied only on corporate 
retained earnings would have 
several distinct advantages over 
the present tax. First, it would 
less likely be shifted, and many 
small, and medium-sized and new 
corporations would better be able 
to compete with larger and estab- 
lished corporations. Second, there 
would be no discrimination be- 
tween stock financing and bond 
financing, and the basis for the 
“double - taxation - of -dividends 
argument (regardless of its valid- 
ity) would be eliminated. Third, 
pay-out ratios would be taken 
into account for tax purposes. At 
present, a higher pay-out ratio 
increases the total corporate and 
personal income tax bill on cor- 
porate profits. Fourth, there 
would be no necessity for an ex- 
cess profits tax in time of war. 
Most increases in corporate prof- 
its (after renegotiation) would 
either be taxed as dividends un- 
der the personal income tax or, 
more likely, as increases in re- 
tained earnings under the corpo- 
rate income tax. Changes in 
the level of rates or de- 
gree of gradation could be 
made, if necessary. Fifth, the in- 
centive to invest would be _ in- 
creased in so far as the present 
corporate income tax is only par- 
tially shifted and thus has some 
discouraging effect on total in- 
vestment. Sixth, the “disguise” 
would be lifted from the sales tax 
element of the present corporate 
income tax. The public could no 
longer enjoy the illusion that 
“monopolistic” corporations are 
somehow paying the costs of gov- 
ernment with no burden on the 
consumer. 


Several objections might be 
raised to the dividend exemption. 
For example, the possibility of 
avoiding the proposed tax seems 
quite obvious and inviting. A 
higher pay-out ratio would reduce 
retained earnings and thus lower 
the corporation’s tax bill. How- 
ever, such action is unlikely to 
happen (provided the rate sched- 
ule is not excessive) because of 
the need and preference for in- 
ternally generated growth funds. 
Also, this “avoidance” would be 
thwarted by the personal income 
tax. If corporations presently 
paid all of their earnings in divi- 
dends, it would be very difficult 
to justify any tax on corporate 
profits, as such. 

Another obvious criticism con- 
cerns the unfavorable experience 
with the Undistributed Profits 
Tax of 1936. There is the possi- 
bility that corporation executives 
might violently oppose what 
would be, essentially, an undis- 
tributed profits tax. However, the 
1936 tax was an additional tax 
with excessive rates and was 
based on an anti-business, anti- 
profit philosophy. In _ contrast, 
the proposal to exclude dividends 
from taxable corporate net in- 
come and to levy a lower rate on 
the retained earnings of smaller 
corporations is based on a clear 
recognition that dividends are 
costs and that growth out of re- 
tained earnings is a legitimate 
business practice. Most of the de- 


fects of the 1936 tax would be 
avoided. 
Finally, any proposal for tax 


revision involving a reduction in 
revenue must face the problem of 
replacing the lost revenue. Ad- 
mittedly, the yield of the corpo- 
rate income tax would be re- 
duced; that is one of the main 
purposes of the proposed revi- 
sion. However, to justify the im- 
position or continued uve of a 


particular type of tax solely be- 


cause of its yield is to allocate 
the costs of government on the 
basis of expediency. This type of 
reasoning has allowed us to main- 
tain the corporate income tax at 
an overly-high rate for too many 
years. The result has been tax 
shifting and adverse effects on 
small and new corporations. 


Present Shifting and Excise Tax 


If, as many authorities now be- 
lieve, the present corporate in- 
come tax is largely shifted through 
higher prices, we might replace a 
part of it with a Federal excise 
tax. The overall distribution of 
tax burden probably would not 
be changed very much. That is 
to say, we are already levying a 
Federal excise tax in the guise of 
a corporate profits tax. Thus the 
logic of a Federal excise tax is 
obvious. Incidentally, a general 
excise tax would serve the addi- 
tional purpose of rationalizing the 
present system of Federal excise 
taxes. 

The current recession might be 
used as an argument for more 
progression, and in that case an in- 
crease in the personal income tax 
would seem a logical replacement 
for a reduced corporate income 
tax. However, the personal in- 
come tax is already near the lim- 
its of progression, and any sub- 
stantial increase in yield might 
not change its degree of progres- 
sion very much. In _ addition, 
much of the reasoning supporting 
a reduction in the corporate in- 
come tax would seem to rule 
against more progression. And 
over the next 20 or more years, 
the great need for capital may 
necessitate a less progressive tax 
system. It is worth remembering 
that our present high standard of 
living resulted mainly from rapid 
accumulation of capital which, in 
most cases, has been associated 
historically with a considerable 
degree of inequality of incomes 
and wealth and regression in tax- 
ation. In the future, excessive 
progression in the tax system may 
well be a luxury we cannot afford. 


Sidney J. Weinberg 
Is Honored by 
Harvard Glub 





Sidney J. Weinberg 


Sidney J. Weinberg, partner in 
Goldman, Sachs & Co., New York 
City, received the Harvard Club’s 
award for business statesmanship. 


Form D. H. McDermott Co. 


David H. McDermott, member 
of the New York Stock Exchange, 
and David H. McDermott, Jr. on 
June 2nd will form the Exchange 
member firm of D. H. McDermott 
& Co. with offices at 42 Broad- 
way, New York City. 


Joins McCarley & Co., Inc. 





GREENVILLE, S. C.—Mrs. Dor- 
othea White Lewis has joined 
McCarley & Company, Inc., mem- 


bers New York Stock Exchange, 
as a Registered Representative in 
their Greenville, South Carolina 
office, South Carolina National 
Bank Building. 


James A. McKeough 


James A. McKeough, partner in 
Laurence M. Marks & Co., New 
York City, passed away May 12. 
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Increased Use of 
Automation Forecast 
By Walter J: Niles 


America, long leader in assem- 
bly-line techniques of production 
is in danger of losing this su- 
premacy to Russia, according to 
Walter J. Niles, President, KDI 
Corporation, Rochester and Cin- 
cinnati, manufacturers of auto- 
matic production machinery. 

“Make no mistake,” he said at 
a luncheon meeting in New York 
City on May 20, “The technologi- 
cal war with Russia is not a cold 
war. Our American assembly lines 
will be out-moded in a decade. 
Whereas, we must believe that 


technologically speaking Russia 


with her Sputnik program is 
making a strong bid for leader- 
ship.” 

Mr. Niles continued by stating 
that there is 2 silver lining to 
the picture. “The present reces- 
sion is making for a multi-billion- 
dollar boom in the field of auto- 
mation and will soon bring to all 
assembly lines the highest quality 
standards.” And then, he added, 
“we will out-produce any nation 
in the world in any production 
field, including Sputniks.” 

He explained that the boom in 
automation which would soon re- 
sult in more and bigger satellite 
missiles and more and better 


washing machines, is coming 
about during this recession period 
through a combination of the fol- 
lowing elements: out-moded as- 


(2299) 19 


sembly lines, higher consumer 
standards, increased demands for 
safety, costly consumer appliance 
servicing and the natural ecoe 
nomics of our free democratie 
system. 


With Milwaukee Co. 


MILWAUKEE, Wis.—John K, 
Thompson has joined the research 
department of The Milwaukee 
Company, 207 East Michigan St., 
members of the Midwest Stock 
Exchange, it was announced by 
Joseph T. Johnson, President, 

Previously, Mr. Thompson was 
on the sales staff of Paine, Web- 
ber, Jackson & Curtis and in the 
bond research department of the 
Northwestern Mutual Life Insure 
ance Company. 
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Beneficial Finance System 





The new Beneficial office at Paramus, N. J.—a nearby 
suburb of New York—is the 1100th unit in what has 
long been the world’s largest system of finance offices, 


Located in the busy Garden State Plaza Shoppiig 
Center, the Paramus office demonstrates an established 
Beneficial policy: to make its friendly, realistic 
assistance conveniently accessible to as many 
families as possible. 


Because Beneficial’s service is geared specially to 
family requirements, it has shown a noteworthy 
vitality over the 44 years of its history, a period 

encompassing all phases of the economic cycle— 
boom, recession, war and peace. 


---@ BENEFICIAL loan is for a beneficial purpose. 


e °° * 
Beneficial Building, Wilmington, Delaware 


1100 OFFICES IN THE UNITED STATES, CANADA, HAWAII AND ALASKA 
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Change and Challenge in 1958 


By L. L. COLBERT* 
President, Chrysler Corporation 
Detroit, Mich. 


Mr. Colbert points out that the auto industry, despite its 
admittedly key importance in the economy, cannot by itself 
provide the big push toward recovery. To achieve this and 
keep in proper balance individual’s incentives with country’s 
progress, the auto leader recommends as one important step 
reforming our tax policy to serve as an incentive to national 
progress. Urges Federal income tax allowances to replace 
worn-out or obsolete equipment be realistically increased to 
meet and encourage the fast rate of change in modern history, 
and that auto excise taxes be removed or drastically reduced 
to stimulate business. 


Right now, with the general 
level of business down consider- 
ably from the heights reached in 
1957, every- 
body seems 
to have his 
eyes turned 
toward De- 
troit. People 
are looking to 
the auto- 
mobile indus- 
try to provide 
a big push 
toward recoyv- 
ery. This in- 
cludes policy 
makers in ; A 
Washington, L. L. Colbert 


steel execu- 

tives in Pitts- 

burgh, and economists every- 
where. 


They look hopefully in our di- 
rection for a very good reason. 
When you consider it as a whole, 
including factories, dealers, sup- 
pliers, service stations, and all re- 
lated activities, the automobile 
business is one of the key sectors 
in the economy—and what hap- 
pens to our sales and production 
thus has an important bearing 
on the prosperity of the entire 
country. One out of every six 
businesses and one out of every 
seven workers in the United 
States are directly dependent 
upon the manufacture, distribu- 
tion, servicing and use of motor 
vehicles. Automobile manufac- 
turing absorbs about 70° of the 
finished rubber products, 20% ol 
the finished steel, and 40% of all 
the radios produced in this coun- 
try. And of course the impact of 


the automobile industry on the 
aluminum, glass, electronic and 
machine-tool industries is also 


very heavy. 

To hear some of the comments 
being made these days about the 
key importance of our activities, 
you might think we could easily 
provide the much-needed upward 
push on the economy with a few 
fast decisions. We have been 
getting a great deal of free advice 
on the decisions we should make 
—decisions on prices, on automo- 
tive styling, and on horsepower, 
to mention just a few—and along 
with the advice usually comes the 
word that if we only followed it 
we could easily sell an extra mil- 
lion or two cars a year. 

It would be wonderful if life 
were that simple for us in Detroit. 
The fact is that our decisions are 
affected by many complex consid- 
erations—by taxes and govern- 
ernment regulations, by labor and 
material costs, by the prevailing 
economic conditions of the coun- 
try, and above all by the attitudes 
and the decisions of our custom- 
ers. I think that you will agree 
that this is a pretty imposing 
array. There is one important 
thing to remember about all these 
considerations. Like everything 
else in modern life, they change. 

Our Changing World 

The virtue of a free and open 
society is that we have ways of 
making adjustments from year to 
year to fit changing needs. And in 





*An address by Mr. 
Citadel, 
Carolina, 


Colbert at the 
The Military College of South 
Charleston, S. C. 





the kind of century we are living 
in, this may be the greatest virtue 
a country can have. 

Change is the controlling con- 
dition of our lives, and the speed 


of change is being stepped up 
with every passing month. When 
I was a college student people 


were fond of saying that ours was 
the ave of automobile. But very 
soon it became fashionable to say 
we were living in the alr age. 
Then it was the age of jet propul- 
sion, and before long the age ol 
the atom. Only a few months ago 
we were hearing about the age of 
the missile. And now, they say, 
we are entering the space age. So 
it goes. 

The present> speed of change, 
with new developments crowding 
upon us so fast, reminds me of a 
story that went the rounds in 
World War Il. A carrier pigeon 
was flying from divisional head- 
quarters to a command post 
somewhere in the field with a 
highly important order that was 
to change the whole disposition of 
men and materiel. On the way, he 
became aware that another pigeon 
was coming up behind him pretty 
fast. And then he heard this sec- 
ond pigeon say, “You’d better fly 
a lot faster than that—I’m carry- 
ing the countermand!”’ 

I guess all of us are going to 
have to fly just a little faster to 
keep up with our responsibilities 


and opportunities and meet the 
many challenges of this fast- 
changing mid-century world, 


Arnold Toynbee once said, “In 
a vrowing civilization a challenge 
meets with a successful response 


which proceeds to generate an- 
other and different challenge 
which meets with another suc- 
cessful response. There is no 
term to this process of growth 


unless and until a challenge arises 
Which the civilization in question 
fails to meet.” 

What Mr. Toynbee said is pro- 
found. Even since he wrote those 
words, not so very many years 
ago, the world has changed. And 
today our civilization is meeting 
not just one challenge after an- 
other but many challenges simul- 
taneously. Among other things, 
we are being challenged to match 
the growing economic and mil- 
itary power of Soviet Russia—to 
develop the means of exploring 
space—to meet the ever-growing 
needs of our people for education 
—and to find ways to stimulate 
the continued expansion of our 
economy as the necessary founda- 
tion of our national strength. 


Most Important Challenge 


But in my opinion there is one 
challenge to our free democratic 
American civilization that is 
probably more important than 
any other. In a word, it is the 
challenge of finding ways to pay 
for all the things we are going to 
need as a nation, 

It has become pretty clear with 
every passing month that the 
cost of our national defense, in- 
cluding research and develop- 
ment, together with the cost of 
the educational and other public 
services in our states and local 
communities, is not going to get 
any smaller. If anything, it is go- 
ing to increase. 


These next few years are going 
to make -exceptional .demands 
upon people in all walks of life. 
But they will make perhaps their 
heaviest demands upon the busi- 
ness community of America, be- 
cause it will be the special re- 
sponsibility of business to stimu- 


late the expansion of the econ- 
omy. 
In recent months we have 


heard some important people say 

in effect—that if we are going 
to build an adequate defense we 
will have to give up some of the 
customary features of the Ameri- 
can standard of living. 

Now as I see it, that kind ofl 
talk is based on a serious misun- 
derstanding of the kind of econ- 
omy we have. We grow strong as 
a nation not by giving up goods 
and services but by finding ways 
to raise our levels of production 
and consumption and by broad- 
ening our economic base. A 
diversified and growing economs 
provides the flexibility and mo- 
bility to meet fast-changing situa- 
lions. It does this by making 
available a continually widenime 
range of goods and services and 
skills. It also builds a broadening 
base of income that can, il 
necessary, supply increased tax 
revenue without higher tax rates 


Research and Development 

The events of the past few 
months have reminded us power- 
fully that a prime source of eco- 
nomic progress is” science and 
technology. To the industrial man- 
ager this means that research 
must be put first in all his plans 
for remaining successful and use- 
ful in a competitive economy. 

All of us are familiar with the 
wonders of research and what it 
has meant and will mean in ou 
lives. Lam not going to labor the 
point. I do thing it might be of 
some interest, however, to say a 
few words about the research that 
goes on year after year in the 
automobile industry. 


One possible result of the very 
intensive research conducted by 
the automobile industry is that not 
too many years away there may 
be an entirely new kind of engine 
in your car. For some years all 
the major companies have been 
resecarching and experimenting 
and testing to find out how to 
build a production model of a gas- 
turbine engine. This is an engine 
that has no pistons—that needs a 
sparkplug only to get started—an 
engine that needs no octane rating 
for its tuel. 

Chrysler Corporation was the 
first company in the United States 
to design a working gas-turbine 
engine that could be installed in a 
passenger car of normal size. Two 
years ago, about this time of year, 
our engineers drove a Plymouth 
powered by a gas-turbine engine 
from New York to Los Angeles. 

There are a great many prob- 
lems ahead of us before we are 
ready to put an engine of this kind 
on the market, but someday this 
or some other new kind of engine 
will make obsolete every car on 
the road. What if the gas-turbine 
should come in 10 years and an 
even more revolutionary engine in 
20? What would this do to the idea 
that seems to appeal to some peo- 
ple of a nice standardized car that 
never changes? 


Competitive New Changes 

In the automobile business you 
have to be ready for new and rad- 
ical developments in product and 
in methods—and you have to be 
ready to beat the other companies 
to those new developments if you 
can. Competition in this industry 
is in constant, accelerating motion 
at every level. That’s the nature 
of the business and we wouldn't 
want it any other way. 

Every day of our lives in Detroit 
we are reminded of the important 
fact that new ideas are the source 
of all economic growth. And it is 
equally important that new ideas 
are generated by individual men 
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who somehow get fired up to put 
their abilities to work. I am sure 
you will agree with me as you go 
out into military service or into 
civilian life that the most impor- 
tant and perhaps the most difficult 
challenge you will have to face as 
leaders of men is the challenge of 
finding ways to stimulate that in- 
centive in others. 

Sometimes businessmen talk as 
if incentive is entirely a matter of 
money. This is not true. Men are 
stimulated by a wide variety of 
motivations. Among other power- 
ful drives there is a man’s pride in 
workmanship, his love of his fam- 
ily and of his country, and his de- 
sire to prove that he is somewhere 
near as good as he pictures him- 
self in his own private thoughts. 
But it is also true that when you 
can tie those basic drives to finan- 
cial incentives and make them 
work together, you get the kind ol 
spectacular results that make this 
country the kind of country it is. 

We are hearing a lot of talk 
these days about needed reforms 
in taxation, and I think a great 
many people agree that through 
lax reform it might be possible to 
add measurably to the creative- 
ness and the forward drive of our 
economy. A number of highly 
competent groups are studying the 
tux problem, and the country is 
looking forward with great inter- 
est to their recommendations. 

Krom my point of view as an 
automobile man there are two tax 
matters | would like to comment 
upon briefly. They are closely 
connected with the ability of the 
country to recover quickly from 
the present recession and to ex- 
pand steadily in the years ahead 


Excise Taxes 
I‘irst there is the matter of the 
automotive excise taxes. As you 
know, everyone who buys a car or 
a truck pays a_ Federal tax 
amounting to 10% of the manu- 
facturer’s wholesale price to the 


dealer. We consider this tax dis- 
criminatory. In effect, it puts 
automobiles and trucks in the 


same category with luxuries, like 
perfume and earrings. We feel 
that the motor vehicle is almost as 
necessary to modern living as 
food, clothing and. shelter. It 
makes no more sense for the Fed- 
eral Government to tax a man for 
buying a new car than it would 
to tax him for buying a new house. 

Over and beyond our feeling 
that this tax is discriminatory, 
however, there is a more impor- 
tant consideration. By removing 
this tax or drastically reducing it, 
the Federal Government could in- 
ject a stimulus into the economy 
that would be felt from coast to 
coast. It would benefit everyone 
affected by the manufacture, dis- 
tribution, servicing and use of 
motor vehicles. And as I explained 
earlier, that includes just about 
the entire population in one way 
or another. 

It is of the greatest importance, 
in our opinion, that the reduction 
of this tax be made on all new 
cars now in dealers’ stocks and 
that protection be given new-car 
purchasers between now and the 
enactment date of a new excise- 
tax law. 


Depreciation Allowance 


The other tax matter that affects 
us, as well as every other manu- 
facturer, has to do with the cor- 
porate income tax allowances per- 
mitted by the Federal Government 
to enable a company to replace 
worn-out or obsolete equipment. 
As you know, if a company buys 
a new piece of machinery, such 
as a turret lathe, it must set aside 
enough money each year to buy 
another lathe when the present 
one wears out or is made obsolete 
by technical progress. These set- 
asides are known as depreciation 
expenses and the Federal Govern- 
ment considers them—dquite logi- 
cally—as part of the operating 
costs of a company rather than as 
income to be taxed. 
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As I have.stated it, this arrange- 
ment sounds perfectly.satistactory 


for all concerned. In practice, 
however, we run into. serious 
problems. And most of those 


problems. go right back to the fast 
rate of change in modern life, 
which I mentioned earlier. There 
was a time not so long ago when 
a piece of machinery was gener- 
ally used until it wore out. Under 
those conditions it was perfectly 
logical for the internal revenue 
people in Washington to let you 
set aside, say, 7% of the original 
cost of the equipment each year 
and charge that amount to operat- 
ing expense. This was done on the 
theory that it would last 15 years 
or so. 

Under present conditions, how- 
ever, few machines are ever in use 
long enough to wear out. Long 
before that time they get out of 
date and have to be scrapped. The 
length of life of machinery today 
is determined by the pace of tech- 
nological progress — not by the 
length of time it takes to tire out 
a piece of iron. You may have to 
scrap your machines because new 
ones are more efficient or because 
your preduct has changed so much 
the old machine won't do the job. 
So, under present conditions, vou 
have to write off the cost of most 
equipment at far faster rates than 
you did 20 years ago. 

At Chrysler, for instance, we 
just recently scrapped nearly all 
the machine tools in an entire en- 
vine plant because they had be- 


come obsolete. Only six years 
earlier that installation was the 
most advanced and the most 
highly automatic of its kind in 
the automobile industry 
Becoming Realistic 
Government officials are be- 


vinning to recognize this new sit- 
uation, but the are a long way 
as yet from giving it realistic con- 
sideration in their tax decisions. 
Neither are they recognizing that 
it takes far more money to buy 
the new machines than it did to 
buy the ones they replace. Infla- 
tion, which has added to the cost 
ol living in so many other ways, 
has increased the cost of machin- 
ery enormously. What this means 
is that you can’t even come close 
to replacing an old machine with 
a new one just by recovering the 
cost of the old one. 

Other countries have discovered 
that they can speed up their in- 
dustrial growth by gearing their 
tax policies on depreciation to the 
realities of twentieth-century 
technology. In the United States 
we have been making only very 
modest progress in the use of 
realistic depreciation policies to 
provide incentive for industrial 
expansion and modernization. We 
still have a long way to go. 

lor far too long a time people 
have talked about taxation in 
negatives. It has been mentioned 
in the same breath with poverty, 
death and tyrannical government. 
It is true, of course, that the 
power to tax is the power to de- 
stroy. But in a broad sense it is 
also the power to give men the 
incentive to explore, discover, 
create and advance. Used in such 
a Way as to keep in preper bal- 
ance the incentives of individuals 
and the sound progress of the 
country as a whole, tax laws and 
tax administration can tap the 
greatest of all resources—the will] 
of men—and put it to work in the 
nation’s interest. 


Our country is going through 
a difficult period. We are very 
far from knowing the answers to 
all our problems. But there is 
one thing we can be sure of. That 
is the basic truth that the main 
source of our strength lies in the 
will and the imagination of free 
individuals working’ creatively 
and cooperatively with other free 
individuals. And it is by remem- 
bering that truth and using it as 
the guide to our thinking and 
planning that we will realize our 
great promise as a people. 
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News ABOUT BANKS 


CONSOLIDATIONS 
- NEW BRANCHES 
H NEW OFFICERS, ETC. 
REVISED 
CAPITALIZATIONS 


AND BANKERS 





Herbert H. Dawson, a Vice- 
President of the Colonial Trust 
Co., New York, died May 14. His 
age was 65. Mr.’Dawson had been 
in charge of the bank’s personal 
loan and consumer credit depart- 
ment. 

The appointment of George A. 
Mensi as an Assistant Vice-Presi- 
dent of Manufacturers Trust 
Company. New York, was. an- 
nounced.-on May 20 by Horace C. 
Flanigan, Chairman of the Board. 

Mr. Mensi recently celebrated his 
35th year of service with the 
bank. He worked at the Fifth 
Avenue Office until 1946 when 
he was transferred to the branch 
adininistration department. He 
Was appointed as an Assistant 
Secretary in. 1955. 

At. present, Mr. Mensi. contin- 
ues his. assignment with the 
bank’s branch administration. de- 
partment. 


Chemical Corn Exchange Bank, 
New York,. has elected John :C. 
Linsenmeyer to its Grand Central 
Area Advisory Board, it was. an- 
nouneed on May 21 by Harold H. 
Helm, Chairman. 


Milton T.. Vander Veer has 
been elected Chairman and Chief 
Executive Officer and Fred J. 
Driscoll has been elected Chair- 
man of the executive committee 
of the Lafayette National Bank, 
Brooklyn. New York. 


Merger of First National Bank 
of Warwick, N. Y., into County 
National Bank, Middletown, N. Y., 
has been approved by Stockhold- 
ers of both Banks. Roy T. Elston, 
former President and Director of 
First National Bank, has been 
elected a Director of County Na- 
tional Bank. Previous article ap- 
peared in the April 10 issue on 
page 1617 


Wilbur H. Norton was elected a 
Director ot the Rhode Island Hos- 
pital Trust Company, Providence, 
Rhode Island 


By a stock dividend, the com- 
mon capital stock of The Board- 
walk National Bank of Atlantic 
City, N. J. was increased from 
$2,000.000 to $2,500,000 effective 


May 9. Number of shares out- 
standing - 100,000 shares, par 
value $25 

The Manufacturers Bank of 


Edgewater, Edgewater, N. J., an- 
nounced the election of Ronald 
C. Kaiser as Executive Vice-Pres- 


ident and a director of the bank. 
Mr. Kaiser was formerly a di- 
rector and Vice-President of the 


First National Bank of Saltsburg, 
Saltsburg, Pa. At the Pennsyl- 
vania bank, Mr. Kaiser had been 
in charge of the installment loan 


devartment and directed its ex- 
pansion program. 

In his new post at the Edge- 
water bank, Mr. Kaiser will co- 


functions of the vari- 
departments. 


ordinate the 
ous banking 


At the same time, the bank an- 
nounced the election of Mr. Louis 
J. Perpic to the post of Senior 


Vice-President. 


Roy F. Duke, President of the 
Fidelity Union Trust Company, 
Newark, N. J., has appointed Emil 
A. Schroth 3 


to the Advisory Board 
of the bank’s Ironbound, Ameri- 
can and Citizens-Clinton Offices 
and William H. Cochrane to the 
Advisory Board of the North 
Ward, City, North End and Belle- 
ville Ofttices if as announced 


following a meeting of Fidelity’s 
Board of Directors on May 21. 


Suburban Trust Co., Hyattsville, 
Md.. elected Herbert W. Reichelt 
a Director, W. Carroll Beatty to 
the executive committee, and 
William H. Smith an Assistant 
Vice-President. 


Following the monthly meeting 
of Seciety for Savings, Cleveland, 
Ohio, Trustees and Society Na- 
tional Bank, Cleveland, Ohio, Di- 
rectors today, Mervin B. France, 
President of Society for Savings 
and Chairman of the Board of So- 
ciety National Bank, announced 
the election of two new officers 
to become effective immediately. 

Heward S. Fennell was elected 
an. Assistant Treasurer, Society 
for Savings, and Assistant Cashier, 
Society National Bank.. In Sep- 
tember he will become Manager 
of the Parma Heights Branch, 
where, at the present time, he is 
serving as. Assistant Manager. 
The. present Manager, Donald W. 


Scherbarth, who is Assistant 
Treasurer,. Society for Savings, 
and; Assistant .Cashier, Society 


National Bank, will become Man- 
ager of’ Society's newest branch 
in Fairview Park, when it is com- 
pleted in the fall. 

Robert CC. Barnard was elected 
an Assistant .Treasurer of the 
Soeiety for Savings, and will con- 
tinue to- represent Society in the 
Mortgage Loan Department where 
he will receive assignments of ad- 
ditional responsibility. 

Mr. -Fennell became associated 
with Society in 1944 and has ac- 
quired experience in various de- 
partments throughout the bank. 
Prior to his appointment 
Branch Assistant Manager, he was 
a Loan Officer in the Main Office 
mortgage Loan Department. 

Mr. Barnard was employed by 
Society in June, 1939. He was 
first a member of the’ bank’s 
School Savings staff. Later he be- 
came a bookkeeper in the Savings 
Department. From there, he en- 
tered the Mortgage Loan Depart- 
ment, where he became Mortgage 
Loan Officer. 


as 


Clifford E. Muir, 64, died May 
12. Mr. Muir was associated with 
Harris Trust and Savings Bank, 


Chicago, Ill. for 31 years, having 
retired at the end of 1956. A 


specialist in banking 
Mr. Muir was appointed a Pro 
Cashier of the Harris Bank in 
1949, and elected Assistant Cash- 
ier in 1953. 


operations, 


By the sale of stock, the 
common capital stock of the Cen- 
tral National Bank of Jackson- 
ville, Fla. was increased from 
$350,000 to $1,400,000 effective 
May 6.- (Number of shares out- 
standing — 140,000 par 
value $10.) 


new 


shares, 


Three 


been 


Cashiers have 
the Hialeah- 
Bank, Hialeah, 


graduates 


Assistant 
named by 
Miami Springs 

Fla., first 
training program designed to pro- 
with 


as the of a 


vide employees on-job ca- 


reer training, according to Charles 


E. Buker, President. 
Promoted were William M 
Burch, former head bookkeeper 


William L. David 
teller: and Richard 
of the bank’s Time 


ment 


head 
K. Steinbach 
Sales Depart 


iormer 
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City of Montreal Offering of $35,000,000 Debentures 
Formally Concluded at New York City Ceremonies 


| 


investors who purchased the securities. 


In the picture J, M. Savignac (seated, center), Chairman of the Executive Committee of the City 
of Montreal, accepts the check from T. B. Bassett, (seated, left), Vice-President, Halsey, Stuart & Co. 
Seated, right, is L. Roberge, Director of Finance of the City of Montreal. 
Standing, left to right, James E. Breen, of Halsey, Stuart & Co. Inc.; D. R. Hansell, partner, 
Shields & Company: D. H. Vermette, partner, Savard & Hart; and Lucien Hetu, Director of Depart- 


Ine. 


ments in Montreal. 


The closing ceremonies took place at the Wall Street office of the Bank of Montreal, paying 


agent for the debenture issue. 


earnings of 7 cents per share. 
RESULTS OF OPERATIONS 


Operating Revenues 
Operating Expenses 
Iuel used in electric production 
Other operation 
Maintenance ae ae 
Depreciation and amortization 
State and local taxes 
Federal income taxes vo ies 
Deferred Federal income taxes 
Total operating expenses 
Operating income 
Other Income 
Gross income 


TTT 
RUG0Rneeey 
SBRESEUREES : 


Income Deductions 
Interest on first mortgage bonds 
Other interest expense ee 
Interest charged to construction 
( credit’ ) 








‘lotal income deductions 
Net income 
Preferred Dividends 





Earnings on common shares 





Common shares outstanding at 
end of period (in thousands) 


[SARNINGS PER CoMMON SHARE 
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ended March 31 


The offering of $35,000,000 City of Montreal, Canada, debentures, which was made on May 1 
by an underwriting group managed jointly by Shields & Company; Halsey, Stuart & Co. Inc.; 
Savard & Hart, and Salomon Bros. & Hutzler, was formally concluded at ceremonies in New York 
City when Montreal officials received a check in payment for the debentures, and in turn handed 
over the debenture certificates to the underwriters. The latter will deliver the certificates to the 


Columbus and Southern Ohio Electric Co. reports: 
Continuing growth and progress 
in Ohio’s most progressive area! 


A substantial 6.4% increase in electric sales during the first quarter of 
1958 reflects the continued prosperity of the area we serve. Actual 
revenues for the three months ending March 31, 
over first quarter revenues for 1957. But operating costs for the same 
period increased 7.2% over the previous year. Result was a drop in 


1958, were up 6.7% 


For the three months For the twelve months 


ended March 31 





21 


































































215 North Front Street « 








Compan ‘ 
xamrined by 1 


, ‘ 





















1958 1957 1958 1957 
(000 omitted) 

. $11,995 $11,255 $45,046 $42,187 
$ 1,750 $ 1,656 $ 6.886 $ 6,384 
2,581 2,241 10,110 9,035 
783 855 2.970 3,271 
1.513 1.273 5.277 4,918 
1.034 953 3.738 3,348 
95? 1,404 4.373 5,257 

622 231 1.390 692 

$ 9.235 $ 8,613 $34,744 $32,905 
$ 2.760 $ 2,642 $10,302 § 9,282 

. __ 59 35 297 __—288 
. $ 2.819 $ 2.677 $10.599 $ 9.570 
$ 1.023 8 763 $ 3,73 $ 2.934 
65 129 440 189 
ob 243° 1.280° 524* 

$ 877 $ 649 $ 2.891 $ 2,599 
$ 1.942 $ 2.028 $ 7,708 $ 6971 
334 214 1 090 860 

$ 1.608 S 1.814 $ 6618 §$ 6.111 
2651 2 651 2.651 2,651 
$0.61 $0.68 $2.50 $2.30 

al in e! December 41, at? 


~pendent public accountants. 


ERN OHIO ELECTRIC COMPANY 
Columbus, Ohio 




















@2 (2302) 


Business Conditions ard Their 
Impact on Purchasing Programs 


By IRA T. 


ELLIS* 


Economist, E. Il. du Pont de Nemours & Co., Wilmington, Del. 


Du Pont’s economist, in describing impact of business changes 
on purchasing programs, predicts 1958 level of business will 


be significantly lower than the 


1957 level without, however, 


major decline in store, and that business inventories will be 
reduced significantly. Looking beyond 1958, Mr. Ellis foresees 
upward business trend revolving around 3.25% growth rate 
in the next decade instead of 4.75% rate experienced from 
1946-56. Expects high level of consumer non-durable sales to 
continue this year and employment averaging a little lower 
than in 1957. Advises purchasing agents that ample plant 
capacity should permit them to be purchasing specialists 
rather than expediters and locators, as heretofore. 


Purchasing men follow business 
conditions and trends closely be- 
cause those conditions and trends 
have a direct bearing on the avail- 
ability and 
cost of mate- 
rials. You re- 
member the 
rapidly rising 
prices of late 
1946 as war- 
time inflation 
of the money 
supply exerted 
its full effect 
in the market 
place. You re- 
member the 
generous sup- 
ply situation 
and declining 
prices in 1949, 
followed by shortages and rapidly 
rising prices in the second half of 
1950. You remember the shortages 
and the long lead times in indus- 
trial materials and equipment in 
1956, and you are probably en- 
joying the ready availability of 
most industrial materials in 1958. 
Business conditions do change, 
and these changes affect purchas- 
ing programs. Purchasing men 
need to be familiar with recent 
business changes, the current sit- 
uation, and the probabie direction 
of immediate future changes. 

The above statements are true 
whether we are purchasing for a 
small business, or for some unit 
of a large business. Large busi- 
nesses are made up of many small 
units, and they buy from and sell 
to many small business firms. The 
du Pont Company last year bought 
materials and services from more 
than 30,000 different suppliers, 
most of them small concerns. Pur- 
chases of our operating and main- 
tenance supplies alone — as dis- 
tinguished from process materials 
—involved dealings with 20,000 
suppliers. 





& 
Ira T. Ellis 


Inventory Control 

One of the most obvious reasons 
for watching business trends is the 
necessity for close inventory con- 
trol. Changes in inventory invest- 
ment swings more widely than do 
sales, or than does business invest- 
ment in new plant or equipment. 
While it is a function of inventory 
to cushion seasonal or other 
changes in production or sales, 
many inventery changes seem to 
be involuntary. Note the situation 
in durable goods manufacturing 
over the past year. New orders 
anc sales declined throughout 1957 
from the peak reached at the end 
of 1956. But inventory did not 
reach a peak until October of 
1957. The decline in inventory of 
durable goods manufacturers has 
been an important factor in the 
recent decline in output of durable 
gocds manufacturers and of the 
entire economy. Heavy inventories 
are also an important factor in the 
current troubles of the petroleum 
industry and the automobile in- 
dustry. 

Incidentally, it should always be 
kept in mind that heavy inven- 
tories in the manufacturing seg- 





_ *An address by Mr. Ellis before Amer- 
ican Management Association’s Confer- 
ence on Cost Reduction, Chicago. 


ment of the economy are not pur- 
chased materials alone. Inventories 
also include large amounts of 
goods in process and finished ma- 
terials. But heavy inventories at 
any stage of fabrication affect the 
outlook for new purchases. 

So much for why purchasing 
men should be familiar with busi- 
ness trends and the outlook. Now 
let us turn to the business outlook 
at the start of the second quarter 
of 1958. 


Reviews Past Few Years 

It is important for businessmen 
to compare notes on the business 
outlook, for that outlook is largely 
what businessmen think it is. The 
state of personal and business con- 
fidence is always an important 
factor in the outlook. Personal 
confidence relates largely to the 
outlook for one’s job and income. 
Business confidence relates largely 
to the expectation of sales and 
earnings. In an economy as diver- 
sified as ours, there will always 
be some segments where business 
activity is rising and some where 
it is falling. Fortunately, not all 
individuals or all businesses are 
affected simultaneously by the 
current dip in business activity. 

The year 1957 was the best busi- 
ness year the country has ever 
seen. We employed more people 
last year than ever before in his- 
tory. They earned more and spent 
more than in any other year. Per- 
sonal income last year was up 5% 
above the year before, and retail 
sales rose by a similar percentage. 
Business investment in plant and 
equipment also made a new record 
last year. The year began with 
business activity at an all-time 
peak, but it declined during the 
year. 

The previous business decline 
in this country occurred in 1953. 
It was caused principally by a 
sharp decline in military demand 
consequent upon the cessation of 
hostilities in Korea in the summer 
of that year and by a correspond- 
ing decline in inventories support- 
ing war production. The decline 
in purchases by the Federal Gov- 
ernment was importantly offset 
by a decline in Federal taxes in 
1954. The Housing Act of 1954 
also helped to cushion the decline 
because it stimulated residential 
construction substantially. Finally, 
the automobile models of 1955 
were particularly attractive, and 
the business activity rate turned 
up sharply in the Fall of 1954. 

Production rates were high in 
1955 for automobiles and housing. 
It was apparent by the middle of 
1955 that plant capacity in the 
manufacturing and trade indus- 
tries would be strained by the ex- 
pected demand for their products, 
and a substantial business expan- 
sion program was begun. 

Although the production rate 
for automobiles and housing de- 
clined in 1956, the 22% rise in 
business spending for new plant 
and equipment which occurred in 
that year, and the 9% rise which 
occurred in business inventories, 
were strong supporting factors for 
a high rate of business activity. 

The business boom continued in 


1957, supported by a further rise 
of 5% in business spending for 
new plant and equipment and an 
increase in automobile production. 
Consumer spending also rose sub- 
stantially. Residential construc- 
tion declined further, and there 
was only a moderate gain in in- 
ventories. The boom was topping 
out. 


Credit Situation 
The high level ot business in- 


vestment in new plant and equip- 
ment and in inventories, together 


with a high rate of individual 
borrowing for residential mort- 
gages and for consumer credit, 


resulted in substantial strain on 
the credit supply of the country 
during the year 1957. Demands 
for loanable funds exceed avail- 
able savings. The strain was re- 
flected in rising interest rates and 
“tight” money. Federal Reserve 
policy was directed toward pre- 
venting the excessive demand for 
credit from developing into a 
rapid increase in Our money sup- 
ply through an increase in com- 
mercial bank credit, with conse- 
quent upward pressure on the 
price level. 

Note that Federal Reserve Board 
policy did not deerease the sup- 
ply of commercial bank credit. 
Such credit was merely prevented 
from rising rapidly. “Tight” 
money restrained business spend- 
ing for new plant and equipment 
in 1957, and stimulated liquida- 
tion of business inventories. Fi- 
nally, manufacturing capacity by 
the end of 1956 had obviously 
outrun the potential production 
rate. Excess capacity became 
prevalent in many industries. 

As a result of these develop- 
ments, the demand for’ bank 
credit declined in late 1957 and 
money rates eased quickly. A 
changed Federal Reserve Board 
monetary policy was signaled dra- 
matically on Nov. 14 by a reduc- 
tion in the rediscount rate, but 
this reduction did not cause the 
subsequent decline in_ interest 
rates; it merely recognized that 
decline was imminent. 

Interest rates declined in De- 
cember, 1957, and particularly in 
January, 1958. But note’ the 
causes. Interest rates rose in 1956 


and 1957 because the demand for 
loanable funds began to outrun 


the supply of such funds. Interest 
rates declined in late 1957 as the 
demand for funds eased. The 
Federal Reserve Board did not 
cause the business boom nor did 
it cause the current decline in 
business activity. “Easy” money 
will not reverse the decline al- 
though it will help to cushion it. 


Outlook for 1958 


Now let us turn to the outlook 
for 1958. The business level this 
year will probably be signifi- 
cantly lower than the level of 
1957. No major decline is sug- 
gested, but merely the kind of 
adjustment which usually follows 
several yvears of good business. 
Industrial production may be 
about 8% lower than last year— 
averaging about the present level. 
The rate of decline in business 
activity in the second half of 1957 
was very similar to the declines 
in 1948-1949, and 1953-1954, al- 
though somewhat more severe. It 
Was very much less than the rate 
of decline in 1937, for example. 
But the cause of this decline dif- 
fers somewhat from the causes 
of the other two recent declines. 

Business spending for new plant 
and equipment may have been 
pushed too rapidly. The appear- 
ance of significant surplus capac- 
ity in some industries suggests 
the need to re-examine expansion 
plans. Business spending for plant 
and equipment may be reduced 
13% in 1958, particularly in man- 
ufacturing, mining, railroad and 
other transportation, and in the 
construction of stores, warehouses, 
etc. Spending by the utilities will 
continue to expand. 

Cost increases are also contrib- 
uting to the decline in business 
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activity. Excluding prices of farm 
products and foods — which are 
importantly supported by Gov- 
ernment policy—wholesale prices 
of other commodities have risen 
10% since the start of the cur- 
rent boom in September, 1954. 
Metals and products are up 16%. 
Machinery prices are up 20%. It 
is no mere coincidence, I am 
sure, that average hourly earnings 
in manufacturing rose 16% over 
this same period, not to mention 
the cost of “fringe benefits.” 
Prices are rising because costs are 
rising, and the outlook is for more 
of the same. 

Business inventories will be re- 
duced significantly during 1958, 
in contrast to the sharp increase 
during 1956 and the moderate in- 
crease during 1957. Inventories 
were declining rapidly at the end 
of 1957. 

The value of residential con- 
struction may show a small rise 
in 1958 compared with 1957. Total 
public construction may rise about 
4%, principally because of rising 
construction of roads (+10%) 
and schools (+6%). Total con- 
struction, public and private, will 
show little change from 1957. 

Automobile production may 
drop below 5 million, partly be- 
cause of the buildup in dealer in- 
ventories in 1957, which may be 
liquidated in 1958. 


Consumer Sales and Employment 

The outlook is good also for a 
high level of consumer spending 
in 1958, particularly for nondura- 
ble goods and for services. These 
purchases follow closely the trend 
of personal income after taxes, 
and such income is expected to 
remain high. 

Employment may average a lit- 
tle lower in 1958 than it did in 
1957, particularly in manufactur- 
ing, mining, transportation, and 
construction—industries that were 
particularly stimulated by the du- 
rable goods boom of 1955-1957. 
Employment increases will occur 
in state and local governments. 
the service industries, finance, 
insurance, real estate, communi- 
cation, public utilities, wholesale 
und retail trade, and especially 
among the self-employed — par- 
ticularly in retail trade, profes- 
sional service, and domestic serv- 
ice. 

The Consumer Price Index will 
show a further slight rise in 1958, 
particularly in residential rent, 
transportation costs, medical care, 
personal care, and_ recreation. 
Prices are rising in these areas 
for the same basic reason which 
caused the rise in commodity 
prices over the past two years 
costs are rising. 

Most commodities are in ample 
supply in 1958. There are obvious 
advantages in this situation for 
purchasing men, not the least o! 
which is that it will permit them 
to be specialists in purchasing 
rather than having to spend much 


of their time locating available 
supplies and expediting = ship- 
ments. Present ample plant ca- 


pacity in manufacturing, mining, 
and transportation industries as- 
sures quick satisfaction of pur- 
chasing demands. Purchases may 
now be planned carefully. The 
buyer is boss, as he should be. 


Looking Beyond 1958 


Looking beyond 1958, and as- 
suming no further increase in 
international tension, the trend 
of business activity should be up- 
ward. We shall probably get back 
in the next decade to our long- 
term sustainable growth rate of 
about 3.25° per year in industrial 
production in this country in- 
stead of the 4.75% rate at which 
we grew from 1946 to 1956, while 
we were making up war-time and 
depression shortages. This out- 
look is based on our rising popu- 
lation, technological advances, an 
expected high rate of business in- 
vestment in new plant and equip- 
ment after current surpluses are 
absorbed, a continuing rate of 
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personal investment in new homes 
at least at the current rate, and 
on an expected high level of con- 
struction of roads, schools, sewer 
and water systems, etc. The rate 
of growth will not be steady from 
year to year. There will be busi- 
ness readjustments from time to 
time as in 1958. Sometimes we 
shall outrun our long-term 
growth rate, and sometimes we 
shall fall below it. We have not 
eliminated the business cycle, but 
perhaps we have learned to mod- 
erate it by restraining the excesses 
of credit creation, expansion of 
business capacity, and inventory 
accumulation characteristic of 
booms. 


Chicago Bond Club to 
Hold 45th Field Day 


CHICAGO, Ill.—The Bond Club 
of Chicago will hold their 45th 
Annual Field Day at the Knoll- 
wood Club on June 6. Featured 
for the day will be baseball and 
golf to be followed by a special 
event, dinner and entertainment. 

General Committee members 
are Robert I. Kelley, Harriman 
Ripley & Co. Incorporated, Chair- 
man; and G. Fabian Brewer, Wil- 
liam Blair & Company; William 
A. Noonan, Continental Illinois 
National Bank & Trust Company, 
and Richard B. Walbert, Blyth & 
Co., Inc., Vice-Chairman. Mem- 
bers of the Field Day Committees 
are: 

Arrangements — Richard J, 
Leonard, Harriman Ripley & Co., 
Inc., Chairman; William G. Bu- 
dinger, Dean Witter & Co.; John 
KF. Detmer, Hemphill, Noyes & 
Co.; John J. Lynch; Robert L. 
Meyers, Stone & Webster Securi- 
ties Corporation; Blair A. Phillips, 
Jr., Shearson, Hammill & Co.,; 
Robert A. Riley, Channer Securi- 
ties Co.; Willis L. Roberts. East~ 


man Dillon, Union Securities & 
Co. 

Golf—Walter A. Hintz. A. G. 
Becker & Co.. Inec., Chairman; 


Andrew D. Buchan, Bacon, Whip- 
ple & Co.; Carl H. Ollman, Dean 
Witter & Co.; Clarke J. Robertson, 
William Blair & Company. 

3aseball—Gene A. Frantz, Wil- 
liam Blair & Company, Chairman; 
John X. Kennedy, White, Weld & 
Co.; Roland C. White, Harris Trust 
& Savings Bank. 

Lunch-Dinner — William O’L, 
Fecley, Dean Witter & Co., Chair- 
man: George K. Hendrick, Jr., 
Blunt Ellis & Simmons; Deane R. 
Tubbs, Blyth & Co., Inc. 

Trophies — Donald T. Fletcher, 
William Blair & Company, Chair- 
man: Robert G. Berry, Hornblower 
& Wecks; J. Robert Doyle, Doyle, 
O'Connor & Co.; T. I. Haviland, 
Halsey. Stuart & Co. 

Entertainment — John J. Mark- 
ham, Hornblower & Weeks, Chair- 
man: Joba A. Orb III, Merrill 
Lynch, Pierce, Fenner & Smith; 
Gordon L. Teach, A. C. Allyn & 
Co. 

Investments — P. 
quist, First National Bank of 
Chicago, Chairman; Edgar F, 
Grimm, F. S. Moseley & Co.; Wil- 
liam S. Morrison, Jr., Harris Trust 
& Savings Bank. 

Dividends — Preston J. Mc- 
Nurlen, F. S. Moseley & Co., Chair- 
man: Robert M. Clark, Blunt Ellis 
& Simmons; Matthew J. Hickey 
III, Hickey & Co., Inc. 


Boettcher Adds to Staff 


t CHRONICLE 


Alden Berg- 


(Special to Tur Finan ) 

DENVER, Colo.—Robert T. Ad- 
kins, Alan A. Ashby, George C, 
Bermingham, Nate Frishman, Le- 
land F. Good, Miles O. Hostetler, 
Jr., Michael W. MacGuire, and 
David J. MacKay have been added 
to the staff of Boettcher and 
Company, 828 Seventeenth Street, 
members of the New York Stock 
Exchange. 
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Tasks Facing Future 
Business Generation 


By JOHN B. O’CONNOR* 
President, Dresser Industries, Inc., Dallas, Texas 


Mr. O’Connor submits five point program facing future busi- 

ness generation which contains a fervent plea for greater 

American investments abroad. The industrialist suggests U. S. 

business should pool resources to establish a central research 

institute—similar to Soviet Academy of Sciences — through 

which would be funneled all the technical and scientific data 
available in the world. 


It we look at this year’s sta- 
tistics, we may be discouraged 
about our success in the economic 
war. We read that for the first 
time, America 
is being out- 
produced by 
the rest of the 
world in auto- 
mobiles. In 
some places, 
our markets 
are being 
taken over by 
Soviet sup- 
pliers; foreign 
mineral re- 
sources which 
have been in 
our control 
are slipping 
from our 
hands; we are being out-done in 
research and heavy industrial 
development. All of this seems 
very grim—as if we had started 
losing the battle for men’s souls 
by losing the “Battle of the Mar- 
ketplace.” 

The fact is we never were win- 
ning it. 

Not very long ago, in Paris, a 
Frenchman said to me, “The 
things which America has offered 
the rest of the world can be 
summed up in three words ‘ 
dollars, Coca-Cola, and nylons.” 
This is a serious indictment. This 
Frenchman’s words were, to be 
sure, an over-simplification. 

But there is a great truth in his 
words. The truth is that we have 
gone abroad only as_ hucksters, 
with something to sell, or as bar- 
gain hunters, trying to buy some- 
thing more cheaply. This is why 
our influence abroad has been 
limited to “Dollars, Cokes and 
Nylons.” 


In contrast, our competition is 
merchandising a philosophy, a 
political outlook, and a good bit 


John B. O’Connor 


of clever diplomacy with each 
sale they make. 
This upsets us, and it should. 


Not because our competitors are 
so sly. What should upset us is 
the fact that we have turned out 
to be such low-caliber salesmen. 

We do not know our product. 
We do not sell it well. We fail 
to merchandise the “whole pack- 
age.” 

This is the challenge you face 
and I believe in your ability to 
meet that challenge. 


Future Tasks 


I am going to outline a few 
of the specific tasks which face 


your business generation. 
Number one is a fundamental, 
down-to-earth, dollars-and-cents 
fact. We must be able to produce 
a good product for a reasonable 
price. We are not doing this. The 
fact has become painfully clear 
that once they have the “know- 
how,” Europeans can match us 
point-for-point on quality and 
deliver the product more cheaply. 


We must start thinking real- 
istically. Labor must adopt a 
more reasonable stand, enabling 
the manufacturer to put out a 
product with a _ buyable price 
tag, and at a fair profit. Labor 


must stop adding non-productive 
cost to the price tag if we are 


to stay competitive in the world 
———_-— 

*From a talk by Mr. O’Connor upon 
the occasion of receiving the Honorary 
Degree of Doctor in Commercial Sciences 
from St. Bonaventure’s University, Olean, 
New York, May 1, 


1958. 





market. Customers do not 
overtime, they buy products. 


Second on my list is something 
that pertains to the management 
of American industry. 

If we are to retain technical 
superiority in the world, we must 
be able to compete with the 
science and research of the Soviet 
Union and its satellites. I would 
like to go on ‘record as saying 
that I believe this’ can be done 
effectively only by joint coopera- 
tion in the American business 
community. 

It is my firm belief that U. S. 
industrialists should pool their re- 
sources to establish an institute 
which will function in the same 
way as the Soviet Academy of 
Sciences. We should have at the 
service of this nation a central 
Research Institute through which 
will be funnelled all of the tech- 
nical and scientific data available 
in the entire world. This insti- 
tute should do our long-range 
planning and research. 

We do not have this. We must 
have it or we will be out-done by 
our competition. I submit this 
conviction to American industry, 
in the sincere hope, that we may 
all act together before it is too 
late. 


buy 


Investing Capital Abroad 

My third point deals with 
American capital investment in 
the rest of the world. 

This is one of the great chal- 
lenges before us now—to have the 
courage, the vision, and the imag- 
ination to invest abroad. The task 
before us is to give more freely 


of our resources and technical 
know-how in building up other 
nations. 


It is too easily forgotten that in 
the days of our infancy as a re- 
public, it was the investment of 


foreign capital which built the 
United States into a first-class 
power. Our national memory is 
short. We seem to have the im- 


pression that the world’s mod- 
ern industry originated in the 
U. S. sometime after the war be- 
tween the states. 


Nothing could be further from 
the truth. Europe, already indus- 
trialized for generations, gave us 
our start. Not only did she give 
us the technical know-how to 
create our vast industrial com- 
plex, Europe dug deep in her own 


wealth to finance our business 
endeavors. 
It was pounds, francs, marks 


and guilders that built our rail- 
roads, our power systems, and our 
foundries. And without these the 
United States might still be 
floundering around as a third- 
class agricultural nation. 

Let us, with private American 
capital, finance and build the 
dams, the steel mills, the communi- 
cations systems and the factories 


which other nations so_ sorely 
need to improve their standard of 
living. Let us give back of the 


bounty which was once bestowed 
upon us. Let us show our faith 
in the future of other nations, in 
the same way that Europe once 
showed her faith in us. 

And as a hard-headed business- 
man, I insist that this will pay 
us dividends. We must build up 
the buying power of these coun- 
tries if we are to create a market 
favorable to ourselves. This has 
been clearly demonstrated in the 
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case of Mexico which has become 
our leading customer. 


It is by these means rather 
than by selling trinkets and soda 
pop to the natives—that we can 
create a climate favorable for 
selling ourselves and the prod- 
ucts of American free enterprise. 


My fourth point has to do with 
customer relations. All the peo- 
ple of the world should be our 
customers. 


Getting to Know Others 


The best way to know people is 
to trade with them. There is no 
surer way of learning how a man 
thinks than to get your feet un- 
der the same table in a horse-trad- 
ing session. You can get to know 
and respect a man very quickly 
by the way he drives a bargain, 
and the way he keeps his prom- 
ises. 

Americans often do not give 
foreigners enough credit for their 
abilities. We were pretty shocked 
last October when the Soviet shot 
its first little Sputnik into outer 
space. And two years ago while 
I was in Moscow, it was hard for 
me—as an American—to admit 
that the Russkies had come up 
with a superior tool for drilling 
oilwells—the turbodrill. 


We bought this tool from them, 
and when it became public, there 
was quite a bit of criticism. This 
was because at that time Ameri- 
cans were convinced that nobody 
could beat us to the punch in any- 
thing. 

But we must learn — you must 
learn—as the coming generation 
of American businessmen, to give 


others credit. Keep your eyes 
open. Recognize the _ situation, 
acknowledge the _ abilities. of 
others—and meet the competi- 


tion head on. 

Pope Pius the 11th, when he 
had to deal with Mussolini, made 
a famous remark. He said “I 
would bargain with the devil 
himself, if the souls of Italian 
schoolchildren were at_ stake.” 
That must be your attitude as 
businessmen. When someone else 
has the advantage, learn to bar- 
gain with him and turn the ad- 
vantage to your own. 

American businessmen always 
tend to think in dollars. But we 
must learn to trade in the cus- 
tomer’s currency, whether it be 
money, marbles, or chalk. By 


debt takes 
a tiny slice., 


Puerto Rico’s 
BUDGET 


In pleasant contrast to the heavy debt burdens 
of many governments today, 
Commonwealth budget of Puerto Rico is needed 
service. 
has 

remarkably low level, its taxable resources have 


debt 
1940 


current 
since 


to meet 
Rico’s debt 


multiplied many times over. 


Education, health and public welfare account 
for 49% of Puerto Rico’s 1957-53 outlay for 


public expenditures. 


munications call for 8.7%; fire and police pro- 
tection for 8.6%; industrial and agricultural 
development for over 11%, and other outlays 


toads, 


this means, we will be able to 
move our goods into areas where 
there is a crying need for them. 
Let their need be the means 
whereby both parties benefit. 


The world must have men of 
imagination who will use our sur- 
plus to raise the living standards 
of those in need, and, by inge- 
nuity, turn this to mutual advan- 
tage, by using their products to 
improve our life. 

Briefly, the point is this: You 
must come to know and under- 
stand other peoples according to 
their values. Recognize differ- 
ences, without making the moral 
judgment that since this is not 
American, it is therefore inferior. 

We have a great deal to teach 
the world, but the world also has 
a great deal which it can teach 
us, if we will listen. 

And this brings me to the fifth 
and last point . . . we must sell 
the whole package. 


American Heritage 


I believe that we have some- 
thing to sell besides “Dollars, 
Coca-Cola, and Nylons.” And if 
this “‘something” has not been in- 
cluded in the package before, it 
is up to your generation to sell it. 

What we have to offer the 
world is the means of preserving 
all that is fine and good in West- 
ern -civilization. This nation of 
ours represents the results of 
more than three thousand years 
of inspired thought and dedicated 
work. In America, all the finest 
hopes and aspirations of Greece 
and Rome, of Ancient Israel and 
of Christendom, have blended to- 
gether as one seed to produce a 
single glorious flower — human 
liberty. 

That is our. American heritage, 
For we were truly the first na- 
tion in the history of the world 
which enshrined as its political 
ideal, the dignity of the individ- 
ual. We were the first to provide 
a way of life in which free men 
could live in freedom as brothers, 
respecting one another in equal- 
ity, as children of God. 

History does not long entrust 
the care of freedom to the weak 
and the timid. It is in your hands, 
now, to take this freedom and 
sell it proudly to the rest of the 
world. According to the dignity 
with which you wear the great 
gift of your individuality ... and 
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according to the integrity — be- 
coming to free men—with which 
you do your work, so will your 
fellow man respect you, love you, 
and reward you. 


Boston Inv. Club to 
Hear on Drug Indusiry 


BOSTON, Mass. — The Boston 
Investment Club will hold its 
May dinner meeting at 5.15 p.m,, 
Wednesday, May 28, at the Boston 
Yacht Club. Speaking on the topie 
“Drugs on the Market?—A Cur- 
rent Appraisal” will be Kevin 
Bradley, the Investment Specialist 
in the Drug and Chemical Indus- 
tries for White, Weld & Co. Prior 
to joining White, Weld & Co. in 
1955, Mr. Bradley was a practic~ 
ing chemist in industry and later 
assistant editor of the American 
Chemical Society’s industrial pub- 
lications. 


G. E. Ostrom Opens 
Own Investment Office 


(Special to Tue FiNANCIAL CHRONICLE) 


DULUTH, Minn. — George E. 
Ostrom is engaging in a securities 
business from offices in the Beal 
Building. Mr. Ostrom was for- 
merly a’ Vice-President of the 
Northern City National Bank. 


Form Purvis & Co. 


(Speciai to Tue FINANCIAL CHRONICLE) 


DENVER, Colo. — Purvis & 
Company has been formed with 
offices in the Equitable Building 
to engage in a securities business. 
Officers are Virgil J. Purvis, Pres- 
ident; Robert S. Mitchell, Vice- 
President and Treasurer; and 
Nathan R. Kobey, Secretary. 


Quinn, Loughlin & Co. 
Formed in New York 
Quinn, Loughlin & Co. has been 
formed with offices at 40 Ex- 
change Place, New York City, to 
engage in a securities business. 
Partners are Kevin Quinn, C. 
Wallace Loughlin, Louis Neu and 
Peter Neu. Mr. Quinn was for- 
merly with Burns Bros. & Den- 
ton, Inc. 







for about 20%. Puerto Rico’s public revenues 
are being wisely spent on a dynamic, diversified 
program of development. The results are evi- 
dent throughout the Commonwealth. 

Puerto Rico’s proven capacity to build future 
progress and improve the welfare of its people 
largely out of current income has enabled the 
to operate 
debt burden. Low debt is also a basic factor 
in the soundness of Puerto Rico’s general obliga- 
tion bonds which, at current prices, provide 
substantial tax-free income, as do the revenue 


with a moderate 


bonds of the various Authorities. 


GOVERNMENT DEVELOPMENT BANK FOR PUERTO RICO 
FISCAL AGENT FOR THE COMMONWEALTH OF PUERTO RICO 


P.O. Box 4591, San Juan, Puerto Rico 


37 Wall Street, New York 5, N. ¥. 


3 
* 
; 





(2394) 


Are Dollar Carrency Requirements 


Less for Uranium than for Coal? 


By JOHN £. BRENNAN* 
The Babcock & Wiicex Company, Atomic Energy Division 
Now York City 


Paper raises end answers with an affirmative, yes, the question 
“will European utilities be better off by paying dollars for en- 
riched uranium than by paying dollars for U. S. coal?” Author 
shows that in a choice between dollar uranium and dollar coal, 
over the long run, that the savings for the former are about 
one-half, and even more if other possibilities are realized. 


One impelling reason why elec- 
tric utilitics in Europe look to 
nuclear cnergy is to help “hold 
the line” on the growing imports 


of coal and 
oil. For an 
electric util- 
ity to make 
a decision to 
purchase an- 
other large 


coal fired boil- 
er which must 





be fed im- 
ported coal 
during a 20- 
30 year life- 


time is a seri- 
ous decision 
indeed. The 
seriousness is 
especially 
great if the coal 
United States for which 
currency is necessary. 
For instance, U. S. coal that is 
imported into central Germany 
for electric power production may 
have a delivered cost today of $22 
per ton. This delivered cost will 
go up, not down. Not all of this 
cost must be paid for in dollars 
because there are certain ex- 
penses for barging and handling 
which are incurred on the Conti- 
nent, although some 75% of this 
coal cost must probably be paid 
in dollar currency over the lite- 
time of a new coal-fired plant. 
Let us consider a typical 150,- 
000 kw power plant operating with 
an 80% load factor utilizing 14,- 
000 Btu per Ib. U. S. coal with a 
heat rate of 10,000 Btu per kwh. 


ai: 


John E. Brennan 


supply is the 
dollar 


Under these circumstances the 
annual requirement for dollar 
currency for the new coal-fired 
plant would be approximately 
$5,600,000. 


Choice Before Foreign Utilities 


Now enriched uranium must 
come from the United States as 
well. Payment for enriched 
uranium must also be made in 
dollar currency. The expenses 
which the AEC incurs are all in 
dollars or equivalent since the 
natural uranium is mined and 
milled in the western areas of 


the U. S. A. and Canada, and the 
power and operating labor are all 
dollar expenses. An important 
question is “Will European util- 
ities be better off by paying dol- 
lars for enriched uranuim than by 
paying dollars for U. S. coal?” 

Let us consider again a 150,000 
kw power plant operating 80% 
of the time with a _ saturated 
steam heat rate of 13,000 Btu per 
kwh. Taking into account the 
“free heat’ from plutonium in 
the fuel, let us assume that the 
specific consumption of U-235 
amounts to 1.0 gram per mega- 
watt day of heat and that U-235 
is given the highest AEC value, 
or $17.10 per gram. Under these 
circumstances the annual require- 
ment for dollar currency will be 
approximately $2,800,000. 

So, we can see at once that the 
dollar currency requirements for 
U. S. enriched uranium are less 
than the dollar currency require- 
ments if the alternative is to plan 
for a perpetual supply of U. S. 
coal. During the early years 





“From an address presented to the 
Joint Atomic Industrial Forum—National 
Industrial Conference Board Atomic En- 
ergy Management Conference, Chicago, 
Illinois. The paper was co-authored by 
the late Donald Kallman of Atomic En- 
ergy Division of Babcock & Wilcox Co. 


there will be additional dollar 
expenses associated with the use 
of the enriched uranium fuel 
cycle such conversion from 
uranium hexafluoride to uranium 
oxide, the fabrication of fuel ele- 


as 


ments, and the reprocessing olf 
nuclear fuels. For our typical 
150,000 kw nuclear plant these 
costs may amount to approxi- 


mately $2,000,000 per year — but 
only for the earliest years of op- 
eration. As soon as three or four 
enriched uranium nuclear power 
plants are in operation in Europe, 


we might expect that these fuel 
services will be performed on 
the Continent. Under these cir- 


cumstances highly-enriched 


uranium might be transported 
from the U. S. A. to Europe for 


blending and fabricating there. 


Possible Decreases in Dollar 
Requirements 

It may prove to be possible to 
reduce the dollar currency costs 
for enriched uranium still further 
-in fact to approximately halt of 
the value computed previously. 
This may be possible because the 
largest element of cost in the 
supply of enriched uranium is the 
of the natural uranium feed 
to the gaseous diffusion plant. 

The AEC price schedule shows 
what the AEC will charge for 
uranium of various enrichments 
from 0.72% U-235 to 95% U-235. 
These prices include payment for 
the enrichment services and also 
reimbursement for the purchase 
and purification of the natural 
uranium from which the U-235 is 
extracted. In general, the natural 


4 
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uranium expense is greater than 
the enrichment expense. 

The natural uranium feed for 
the diffusion plants has been 
taken into account in the AEC 
price schedule at a value based 
upon the AEC purchases of 


natyral uranium. It is well known 
that the AEC has purchased low 
cost and medium cost uranium 
and has also encouraged the de- 
velopment of new ore deposits by 
otfering some premium prices and 
bonuses. There is reason to believe 
that the natural uranium feed 
value presently used by the AEC 
may not be continued indefinitely, 
but instead, that a higher or lower 
value may be substituted. Indi- 
viduals and other governments 
may be able to contract for the 
long-term supply of natural ura- 
nium at prices which are lower 
than the average prices which the 
AEC has paid. Some governments 
can purchase natural uranium 
with currencies which are “softer” 
than U. S. dollars. Possibly ar- 
rangements might be made so that 
the AEC would provide enrich- 
ment services, only, rather than 
enriched uranium, itself. 

The natural uranium expense 
portion of the AEC price schedule 
is a function of the ratio of the 
desired product enrichment to the 
U-235 enrichment found in natural 
uranium. However, since all of 
the U-235 is not extracted from 
the natural uranium feed material, 
an adjustment must be made to 
this ratio to account for the U-235 
that must be discarded in the dif- 
fusion plant tailings. 


Now a country which possesses 
within its borders a source of 
natural uranium, or which can 
buy natural uranium from others 
using soft currencies, can con- 


ceivably reduce the dollar cur- 
rency cost of enriched uranium 
to about one-half of the published 
values. Of course, this does not 
make the enriched uranium less 
expensive, but the currency bal- 
ance can be improved. 

It has been suggested that these 
same nations could sell the same 
soft currency natural uranium to 
the U. S. Atomic Energy Commis- 
sion for dollars. Apparently this 
is not the case, since only South 
Africa and the Belgian Congo 
effectively up-grade currencies by 
this arrangement today and all 
U. S. AEC foreign purchasing 
contracts have approaching ex- 
piration dates. 

Conclusion 

In conclusion, we can see that 
any uecision to build a new coal- 
fired boiler which is destined to 
be fed with U. S. coal can be the 
cause of an annual dollar expend- 
iture, for a 150,000 kw plant. of 
$5,600,000. 

If instead, a nuclear power 
plant is constructed for fuelling 
with enriched uranium, with 
highly -enriched uranium pur- 
chases from the U. S. AEC for 
blending and fabrication abroad, 
there will be annual dollar cur- 
rency requirements of approxi- 
mately $2,800,000. 

If a nation can supply its own 
natural uranium feed material, 
the dollar requirements can con- 
ceivably be reduced to almost 
one-half, or $1,450,000. 

If a nation can place a value on 
its indigenous natural uranium at 
a level equivalent in dollars to 
one-half of the present AEC value 
of approximately $40 per kg, then 
the dollar cost of enrichment 
services can be further reduced to 
approximately $1,300,000 per year. 

For all nuclear power plants 
there is a strong possibility that 
the dollar revenue which may be 
obtained from the sale of by- 
product plutonium and uranium- 
233 may be greater than the dol- 
lar cost for the enrichment serv- 
ices, 


Charles S. Roy, Inc. Formed 
Charles S. Roy, Inc., has been 
formed with offices at 100 West 
End Avenue, New York City, to 
engage in a securities business. 


C. A. Stone, Jr. Opens 

TROY, N. Y.—Charles A. Stone, 
Jr., is conducting a_ securities 
business from offices at 28 Locust 
Avenue. 


Join Peters, Writer 


(Special to Tur FINANCIAL CHRONICLE) 
DENVER, Colo. — Donald R. 
Brown, Thomas P. Owen and 
Donald G. Weidman have become 
affiliated with Peters, Writer & 
Christensen, Inc., 724 Seventeenth 
Street. 


Four With Russell 
(Special to Tue FINANcIAL Cukontci 
DENVER, Colo. Earnest H. 
Johnson, Jack Levy, Fred A. Nut- 
ting, Jr., and David L. Stein are 
now with Russell Investment Co., 
Boston Building. 


EF) 


Joseph Brussels Opens 

LARCHMONT, N. Y. — Joseph 
H. Brussels is conducting an in- 
vestment business from offices at 
1833 B Palmer Avenue. 


Form Fishman, Barranco 

Fishman, Barranco and Wein- 
berg has been formed with offices 
at 100 West 72nd Street, New 
York City, to engage in a securi- 
ties business. Partners are Eman- 
uel Fishman, Frank E. Barranco, 
Jr., and Philip Weinberg. 


George O’Neill & Co. 
Formed in New York 


George O'Neill & Co., Inc., has 
been formed with offices at 30 
Broad Street, New York City, 
to engage in a securities business. 
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A Tale of Two Towns 


no doubt, I think, that this is a 
significantly important factor in 
the present business recession. 


Tariffs Are No Answer 

Certainly it accounts for the 
growing clamor for high tariffs, 
rigid import quotas, and a general 
scuttling of the Trade Agreements 
program — a clamor that comes 
these days not only from a num- 
ber of distressed businessmen, but 


equally loudly from a number 
within the ranks of American 
labor. 

Now while I realize that some 


may disagree with me profoundly 
on this point, I must say frankly 
that increased tariff protection, in 
my opinion, is not the basic 
answer to this problem! 

If experience can teach us any- 
thing, then certainly we have 
learned that the power -to erect 
tariff walls or other trade barriers 
is not one in which America en- 
joys a monopoly. We can shut 
foreign imports out of our mar- 
kets only by shutting our exports 
out of foreign markets. And if we 
look at markets in terms of peo- 
ple as we must if we are real- 
istic about it — let us remember 
that only 6% of the world’s popu- 
lation would be inside our tariff 
wall, while the other 94% would 
lie outside it. And don’t forget 
that the raw materials so neces- 





sary to our nation’s production 
may also recede beyond our 
reach, 

Nor can I see the wisdom of 


spending millions and millions of 
dollars to build a seaway that will 


transform Cleveland, Detroit, 
Chicago, and other Great Lakes 
Cities into seaports, and then 


building tariff walls around those 
cities to keep their ports in idle- 
ness. 
Presumably such a policy might 
es a temporary expedient — 
restore a substantial number of 
workers to their jobs in manufac- 


turing industries; but -it would 
also throw out of work a large 
part of the 4's» million other 


Americans who gain their living 
in foreign trade. So in the end, we 
should merely have .exchanged 
one group of jobless Americans 
for another. 

Tariffs, then, provide no per- 
manent solution, as I see it. 


Subsidy No Answer Either 


An equally doubtful solution to 
our difficulties, I think, is to be 
found in the realm of direct Gov- 
ernment subsidy. 

We know today that ships 
built in American shipyards at 
American wage costs can compete 
with foreign-built ships only be- 
cause our Government. subsidizes 
American construction at the ex- 
pense of all of us as taxpayers. It 
supports these high wage costs 
out of taxes primarily because the 
maintenance of a shipbuilding in- 
dustry here is essential to the 
security and the defense of the 
United States. 

But many other industries are 
equally essential to our national 
defense and security — steel, oil, 
chemicals, motors and dozens and 
dozens of others — and should the 
day ever come when these, too, 
must be subsidized by the Treas- 
ury, the resulting burden would 
soon bankrupt the American tax- 
payers. 

So it seems to me that recog- 
nizing the value of such expedi- 
ents as tariffs, quotas. subsidies, 
controls, freezes, and all of the 
other “ways out,’ sooner or later 
we will have to face up squarely 


to one undeniable fact: that 
American workmen today are 
pricing themselves out of the 
market; or — to put it even more 
accurately — that America, as a 


nation, is costing itself out of the 
market. 
There is. I believe, an inexorable 


law which can never be defied, 
nor escaped, for long. | won't call 
it an economic law, because — as 
I say — I am not an economic 
expert. But it is a fundamental 
law of business, and every busi- 
nessman knows it. That law is: 
“Compete or die!” 

There is no other choice. Twist, 
turn, squirm as we may, in the 
end we are going to have to com- 
pete with our foreign friends or 
else resign ourselves to the fact 
that America will soon be on its 
way to losing the _ industrial 
leadership it now possesses. 

Yet if we are to be competitive 
— and remain competitive — we 
have today the greatest opportu- 
nity, and the greatest potential 
market for the products of our 
people, that we have ever had in 
our history. With European pro- 
duction and standards of living 
rising at a rapid rate, millions of 
Western Europeans are eager to 
buy for themselves and their 
families all the luxuries of life 
that have become so common- 
place to our people here in 
America — the very products that 
we have so long excelled in pro- 
ducing. This is also true in other 
areas of the world. 

To serve these new markets, 
and to be able to compete with 


foreign producers, a number of 
American companies have estab- 


lished factories abroad where the 
combination of American produc- 


tive efficiency and low wage 
costs provides a solution to at 
least some of their problems. 
Indeed I have seen figures re- 


cently which show that a growing 
number of tnese companies are 
shipping their foreign-made prod- 
ucts back here to the American 
market. And this, of course, is a 
logical and natural development 
dictated by the present disparity 
in wage costs at home and 
abroad. But carried to its ultimate 
extreme, it too becomes self-de- 
feating; because without a job, the 
American workman has no money 
with which to buy anything: and 
there is then no market in Amer- 
ica for the products of these 
factories overseas. 

So again we come back to the 
one, inescapable fact that nobody 
wants to face: that the only prac- 
tical way to keep foreign-made 
products from overcrowding our 
markets here at home is to com- 
pete on equal terms in quality, in 
price and in service; and that the 
only practical way to reach for- 
eign markets successfully is to 
keep our costs — which means 
primarily our wage costs — com- 
petitive. 


Finds Labor Is Misled 
And right here is where I think 


that the American workmen is 
being misled in a big way by 
some of his most vocal and most 


powerlul leaders. 

He is being told that his wages 
in recent years have not kept 
pace with rising output per man 


hour — that he is entitled to more 
than he is getting, and that he 
can get it without increasing the 


wage cost in his product 

Such statements, unfortunately, 
are not even within shouting dis- 
tance of the truth, either in the 
steel industry or in industry as a 
whole. 

The latest official reports of the 
United States Government show 
that during the first six vears of 
the present decade, average hour- 
ly earnings in all manufacturing 
industries as a whole went up 
more than 35°>; while output per 
man hour in these same industries 
rose less than 191%. Thus wages 
have gone up more than 80% 
faster than output per man hour 
in these six years alone. 


Now raising the standard of 


living for everyone in this coun- 
try, 


by producing more of the 
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goods which everyone needs and 
wants, is one thing. But raising 
the cost of producing those goods, 
so that the producer and his em- 
ployees are placed at a competi- 
tive disadvantage, is quite another 
thing. And when those who pro- 
fess to speak in the interests of 
the American working man 
advocate raising wage costs as a 
means of increasing consumer 
purchasing power, they are seek- 
ing to perpetrate what is, in my 
opinion, the most dangerous hoax 
of our times. 

They know that higher wage 
costs can only be met by higher 
prices, so in the end no increase 
in purchasing power results. 
Meanwhile the ability of Amer- 
ican workmen to compete with 
their industrious counterparts 
abroad is further diminished, thus 
shrinking the market for Amer- 
ican produets and diminishing the 


number of availabie American 
jobs. 
To me, then, the perpetrators 


of this hoax are labor’s one-way 
philanthropists. They would take 
jobs away from our workmen 
here and give them to workmen 
abroad! And that kind of labor 
philanthropy is my idea of eco- 
nomic crime on the waterfront! 
Let me sum it up this way: 


Sums Up 
We are all striving, as I have 
said, to get our people back on 
their jobs by finding markets for 
the products of their labor. The 
only way to find these markets 
is to make our costs competitive 


and to keep them that way. How 
then can this be done” 

Well if it is done, then we as 
businessmen must do everything 
in our power to maintain our 
technological advantage over for- 


eign producers by 
rapidly as we can every 
and obsolescent machine, tech- 
nique and facility we have, with 
new, betted and more efficient 
methods and facilities. That is our 
part of the job. 

Government, too, has a vital 
role in this task as I see it. If we 
are to maintain our technological 
superiority, then Government 
must certainly re-examine some 
of our antiquated and misbegotten 
tax laws which discourage invest- 
ment, penalize the productive use 
of wealth, and treat as taxable 
profits what is really the excess 


replacing as 
obsolete 


cost of replacing our worn-out 
tools and equipment. 


But despite all that we and the 
Governinent may do to promote 
our competitive position, the final 
decision rests with the American 
working man, and with his dele- 
gated leaders. For the fact re- 
mains that in the last analysis the 
only one who can fully protect 
the American workman is the 
American workman himself. If he 
can keep wage costs from mount- 
ing while rising productivity 
brings our total costs into compet- 


itive balance with foreign costs, 
then truly I believe that he can 
expect to see the greatest era ol 
prosperity our nation has ever 
known. 

But. if, on the other hand, he 
permits the vast economic and 
political power that he now pos- 
sesses to be used to force wage 
costs ever higher, then I am very 
much afraid that the great St. 
Lawrence Seaway — when _ it 


will be nothing 
street 


opens next year— 
more than a one-way 
westbound! 


D. J. Grey Opens 


LONG ISLAND CITY, N. Y.— 
Daniel J. Grey conducting a 
securities business from offices at 
21-55 Forty-first Street. 


is 


Form Har-Lee Inv. Co. 
REGO PARK, N. Y. — Leon 
Mazursky is engaging in a secu- 


rities business from offices at 
97-40 Sixty-second Drive under 
the firm name of Har-Lee Invesi- 


ment Company. 
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Reflections on Britain's 
Bid for a Dollar Loan 


By PAUL EINZIG 


Britain’s current, second effort at a dollar loan from U. S. A., 
following an earlier, secret attempt but three months ago, is 
deplored by Dr. Einziz who, after praising Prime Minister 
Macmillan’s sterling defense measures to date, wonders 
whether Mr. Macmillan has hecome tired defending sterling 
and is looking for an “easy way out.” The British economist 
discusses four different transactions under which the dollar 
loan could be made to overcome possible consequences to 
British reserves should Sterling Area’s raw material plight 
cause withdrawal of their sterling balances to meet balance of 
payments deficits. Absence of a loan is held to be essential 
in order to resist temptation of relaxing anti-inflation fight. 


LONDON, Eng.—For the second Sterling Area are certain to need 


time within three months, two assistance. The Treasury is an- 
senior Treasury officials, Sir Les- xious that some means should be 
lic Rowan and Sir Robert Hall, found to meet the pressure on 


sterling that is liable to arise if 
Australia, New Zealand and other 
Sterling Area countries should 
feel compelled to draw very heav- 
ily on their sterling balances in 
order to meet their balance of 
payments deficits. 


are crossing 
the Atlantic in 
an attempt to 
sound official 
circles in 
Washington 
about the pos- 
sibility of se- 
curing sub- 
stantial dollar 
facilities. In 
February, 
their visit was 
meant to be 
a closely- 
guarded se- 
cret, but after 
their return to 


Sterling Area’s Difficulties 

Were it not for the difficulties 
of the Sterling Area countries, it 
is argued, Britain would be able 
to relax the drastic measures 
adopted last year. In view of the 
3% wage increase granted to the 
employees of British Railways, 
however, it seems that the credit 
squeeze has not yet been sufficient 


aul Einzig 


London their mission was appar- to halt the inflationary rise in 
ently allowed to transpire—pre- wages. Compared with last year’s 
sumably in order to ascertain the 5% increase granted to the rail- 
attitude of the Press about the way employees, this year’s in- 
dollar loan scheme. This time, crease may appear relatively 
there is no secrecy about their moderate. Having regard to the 
visit. According to the “Times,” situation, however, it is exactly 
the two officials were invited to 3% more than it ought to be. It is 
Washington by the United States true, the additional wages are in- 


authorities. 
The official explanation is that 


tended to be offset by the reduc- 
tion in the number of redundant 
employees. In fact those 


it is just a routine visit. But it is ‘. reduc- 
unofficially suggested that the tions would have taken place a 
any case in connection with the 


main object of the visit is to as- 
certain whether the business re- 
cession in the United States is 
expected to become aggravated, 
and if so whether the United 
States Government would be in- 
terested in a scheme by which the 
capacity of the Sterling Area to 
buy dollar goods would be main- 
tained with the aid of dollar fa- 
cilities to be placed at Britain’s 
disposal. 


economy drive undertaken by the 
British Transport Commission to 
reduce its large deficit. The same 
cuts cannot be made twice. If the 
proceeds of the wroposed econ- 
omies are needed for covering the 
extra wages, they will not be 
available for reducing the deficit. 

It is to be feared that the con- 
cession made to the railwaymen 
will now be applied to other trade 
unions demanding wage increases. 
The engineering and shipbuilding 
unions are demanding 10%. Pre- 
sumably they will be content with 


Four Proposals 
Various versions of the 
have been canvassed lately. 


idea 
Ac- 


cording to one version a Common- 3‘. But even that is more than 
wealth Bank would be established @ great many firms can afford, 
and it would be financed with the having regard to the declining 
aid of a dollar loan. According tendency of their profit margins. 
to another version all member Fortunately for Britain, the rise 


in wages is now more pronounced 
abroad. Even so, it is a pity that, 


Governments of the International 
Monetary Fund would double or 


treble their contributions to the after two and a half years of re- 
Fund. The United States. having strictions, the Government should 
the largest quota, would make the be unable to call a halt to the in- 
biggest contribution ire dollars. flationary spiral. The price has 
According to yet another version, been paid in the form of two 
Britain is on the verge of restor- years’ stagnation of the output, 
ing the convertibility of sterling and a substantial increase in the 
for current transactions by unify- interest charges on public and pri- 
ing the transferable sterling rate vate debts. The result is that in- 
with the official rate. To be able flation has slowed down but it 
to do so the authorities would like has not come to a halt. 

to obtain substantial dollar facil- Should Britain succeed in_ob- 


taining a big dollar loan, the Gov- 
ernment would be unable to resist 


ities, in addition to the amounts 
already borrowed last vear to sup- 


port sterling. A fourth version the temptation of relaxing the 
was suggested a few weeks ago, Trestrictive measures and allowing 
according to which Britain would Wages and prices to continue to 
borrow dollars to finance the nu- rise. In the absence of such a 
clear development program. loan, pressure on sterling would 
The actual form of the trans- compel the British authorities to 
action is a matter of detail. What hold out longer. By defending 
is essential is that the Government Sterling against external drain 
has now come out into the open they would safeguard it against 
with its intention of securing a internal drain. In the absence of 
substantial dollar reserve by am external drain there might not 
means of borrowing in some form be sufficient inducement to stand 
in the United States. The argu- firm against the internal drain. 


ment in support of the idea is that, 


while the United Kingdom could A Lazy-Way Out 

now hold sterling quite well out Vhat is perhaps even more de- 
of her own resources, the raw ma- plorable is the demoralized atti- 
terial producing countries of the tude implied by the attempt to 






United States for 
assistance. Thirteen 
the end of the war 


to the 
financial 

vears after 
nothing short of extreme emerg- 
ency could justify Britain in doing 


appeal 


so. It is a thousand pities that 
Britain has utterly failed to derive 
inspiration from the German ex- 
ample of highly successful self- 
help. If only the British people 
succeeded in working out its own 
salvation in respect of sterling, 
the resulting strengthening of its 
self-respect would make all the 
difference to Britain’s position and 
prospects. 

On more than one major oc- 
casion in the lifetime of the pres- 
ent generation the British people 


had proved that, through the 
strength of its character, it was 


capable of overcoming great dif- 
ficulties. But on each of these 
occasions there was no external 
aid available. It is too tempting 
to take the line of least resistance 
with the aid of a big dollar loan. 
Mr. Macmillan’s Government de- 
serves credit for its considerable 
effort to save sterling. Unfortu- 
nately, it seems to have grown 
tired of the effort and is now seek- 
ing the easy way out, which is not 
the right way. 


A. Di Loreto Opens 


Alfred Di Loreto is engaging in 
a securities business from offices 
at 12 West 44th Street, New York 
City. 


Forms Helbig & Co. 


HUDSON, N. Y. — G. Frederic 
Helbig has formed Helbig & Co. 
with offices at 8 South Fourth 
Street, to engage in the securi- 
ties business. Mr. Helbig was for- 
merly local Manager for Baron 
G. Helbig & Co. 


David H. Menashe Opens 


il to Tue Fin 

MOORPARK, Calif. — David H. 
Menashe has opened offices at 
393 McFadden Avenue to engage 
in a securities business. 


(Spec ANCIAL CHRONICLE) 


Richard Neuberger Opens 
Richard Neuberger 
business 


is cenduct- 
from 


ing a_ securities 
offices at 35 West Ejighty-tfirst 
Street, New York City. 
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Merrimack-Essex Elec. 
41/,% Bonds at 1021/-% 


An underwriting group heaced 
by Halsey, Stuart & Co. Inc. of- 
fered publicly on May 16, $20,000,- 
000 of Merrimack-Essex Eleciric 
Co. first mortgage 4'»% bounds 
due 1988 at 102.50% and accrued 
interest, to yield 4.35%. The group 
was awarded the issue at competi- 
tive sale May 15 on a bid of 
101.577 % 

Merrimack-Essex, a subsidiary 
of New England Electric System, 
will use the net proceeds from 
the sale of the bonds, plus acdi- 
tional funds obtained from bank 
borrowings, to redeem $20,000,900 


outstanding first mortgage 5°4% 
bonds due 1987, at 107.46% ane 


accrued interest. 

The company is engaged prin- 
cipally in the sale of electricity 
in northeastern Massachusetts 
where it provides electric service 
in 26 cities and towns covering 
an area of about 460 square miles 
and having a population of ap- 
proximately 464,400. The territory 
served includes such cities as 
Haverhill, Lawrence, Lowell, New. 
buryport and Salem. 

The bonds are redeemable at 
any time, optionally at prices 
ranging from 107% to 100%, ane 


for the sinking and replacemen* 
funds at 102.50% to 100%. 


Gross revenues of the company 


as currently constituted totaled 
$29,309,979 in 1957. Net income 


was $1,969,034. Fixed charges 
the year were earned 3.98 


for 
times 


With Eastman Dillon 


‘al to Tok FINANCIAL CHRONICLE) 


CHIC AGO, Ill.—Robert L. San 
ders has become associated witl 
Eastman Dillon, Union Securities 
& Co., 135 South La Salle Street 
He was formerly with Hemphill 
Noves & Co. and Dean Witte: 
& <0. 


Joins Draper, Sears 
Sneonfol to THE FINANCIAL C 
BOSTON, Mass. - 
Gray, III, has joined the staff of! 
Draper, Sears & Co., 50 Congress 
Street, members of the New York 
and Boston Stock Exchanges. 


HRONICLE) 
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RESULTS of the 
first three months 


| 
Sales: 


———— ) a a ee 


1958 1957 
Be ch, Varia ca tak Dends teh «hs .. $10,250,139 $ 9,213,980 
Appliances and other merchandise..... 635,264 767,666 j 
Service charges and other income ...... 246,842 290,588 4 
11,132,245 10,272,234 | 
Costs and expenses: | 
Cost of gas, appliances and other mer- q 
ne Grr alc kGW ed daeaedsincs 6,010,586 5,433,501 P 
Operating, selling and administrative 
CCE. = 2,770,208 2,678,394 
Depreciation ........... 585,938 578,604 
EI EE Tne ee Pee 290,103 271,840 
Amortization of contracts and deben- 
ture expense ... 39,898 48,847 
9,696,733 9,011,186 
Income before Federal income taxes 1,435,512 1,261,048 
Federal income taxes ..............-. ___ 722,000 639,000 
Fe ND nh ch 06 44 eee Wiis Kone: $ 713,512 $ 622,048 
Income per Common Share (based on aver- 
age shares outstanding) ........... $ .48 $ 42 
Total dividends paid ....... ieedecseces $386,618 $455,793 ‘ 
PORE GE GUE ck ccddeaseocasess 164.146,000 144,309,000 
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Continued from first page 


Economic Recovery Rests in 
Hands of Business and Labor 


My answer is this: Reports from 
the country strongly indicate that 
the economic decline of recent 
months is slowing down. Not all 
our economic troubles are over by 
any means. But there is a change 
in the making. That it will prove 
to be a change for the better, I 
have no doubt. 


Sees Much of Adjustment 
Accomplished 


What America must do now is 
to gather all its forces for a new 
offensive to promote an early up- 
turn and renewed economic 

h that is vigorous and sound. 

© single person and no single 
up, however wise and well-in- 

, can name the day or the 

week when that upturn will be- 
gin. But there is reason to believe 
that much of the adjustment 
which a free economy experiences 
from time to time has already oc- 
curred. From this point on, the 
censcious determination of the 
American people — together with 
the resultant actions—can make 
the difference in lifting the econ- 
omy to higher and higher levels. 

% is at this point that the wis- 
dom, the venturesomeness, the re- 
sourcefulness of our business 
Jeadership are put to the test. 

We have about “caught our 
breath.” 

There is nothing wrong with 
our oxygen supply. 

Now, what do we do to get 
climbing again’ 

The emphasis of this conference 
is on private action, and rightly 
s0. But we all know that the job 
ef recovery is a joint effort in 
which business leaders, labor 
leaders, farm leaders, professional 
leaders, consumers, together with 
government, must all play a part. 
I could not in good conscience 
come here and call on you as 
businessmen to do your full part 
unless I felt confident that the 
government was fully alert to its 
Own responsibility. 

Government — while it cannot 
guarantee prosperity—has a con- 
tinuing responsibility in times 
like these to use its powers to 
help counteract recession. It has 
a duty to alleviate human hard- 
ship and protect our human 
resources, to help promote an 
upturn in production and employ- 
ment, and to help build a solid 
foundation for long-term growth. 
All this it should seek to do in a 
way that strengthens the vitality 
of our private enterprise system, 
and that includes safeguarding 
the integrity of our currency. 


Recounts Governmental Action 
Taken 

Carrying out this responsibility, 
your government has acted over 
a period of many months in many 
Ways to counter the recession and 
foster recovery. Let me cite the 
main items in this record of ac- 
tion. 

First, the independent Federal 
Reserve System has increased the 
availability of credit and has 
helped reduce its cost to borrow- 
ers. 

Second, a series of actions start- 
ing last August has been taken 
to promote private housing con- 
struction and to step up activity 
in such fields as urban renewal 
and college housing. 

Third, measures 
taken toward accelerating ap- 
proved public construction in 
many categories, such as Post Of- 
fice modernization, water resource 
projects, hospitals and highways. 
The accent has been on the speed- 
ing up of going or authorized 
work on needed facilities. I am 
determined not to get bogged 
down in a slow-starting, emerg- 
ency public works program, which 


have been 


would provide a minimum of jobs 
now and a maximum of budgetary 
headaches in the years ahead. 

One truth we should always 
hold before our eyes: Reckless 
expenditures in the name of eco- 
nomic stimulation is both wrong 
and self-defeating. 

Fourth, steps have been taken 
to accelerate markedly procure- 
ment for needed defense and ci- 
vilian requirements. 

Fifth, recommendations have 
been made to Congress to deal 
with special problems. An exam- 
ple is my proposal of March 25 
to provide temporary unemploy- 
ment insurance benefits to indi- 
viduals who have exhausted their 
regular benefits. This proposal 
goes directly to the heart of the 
problem of relieving human hard- 
ship arising from the recession. 
There can be arguments about 
the details, but there is no ar- 
guing about the personal anxiety 
and hardship that this proposal 
will alleviate. We need its prompt 
enactment by the Congress. 

There is another area of policy 
that has aroused intense interest, 
both in and out of government. 
That is taxation. 

Everyone in this country is, I 
know, concerned about taxation. 
We would like to achieve im- 
provements in the tax structure. 
We would like to assure maximum 
equity in the tax burden. We 
would like to achieve further sim- 
plification. We would like a tax 
structure which least interferes 
with sound economic growth. 

The timing of such changes al- 
ways poses problems. During pe- 
riods of high business activity and 
high employment there is concern 
with inflationary effects. In a time 
like the present, with its rising 
government expenditures, we are 
particularly sensitive to tax bur- 
dens, but there is likewise great 
concern with the future impact of 
increasing current deficits. 


Sees Tax Action Taken Shortly 


After consultation with Con- 
gressional leaders, certain deci- 
sions will shortly be taken in the 
field of taxation. They will be 
made in the light of the latest 
information regarding the eco- 
nomic situation and with a full 
evaluation of the probable short 
and long range consequences. This 
matter of taxation is so important 
to the American people that by no 
means should it be the subject of 
political competition. 

While we are talking of govern- 
ment activity, we cannot forget 
defense reorganization, mutual aid 
and world trade. Through our se- 
curity establishment, we help pro- 
duce the confidence essential to 
prosperity at home. Through our 
mutual aid program we help other 
free-world nations develop their 
strength in order to maintain their 
defense establishments against 
Communist threats, and in order 
to bring the economic improve- 
ment that spells hope for their 
people. And through expanding 
world trade we increase jobs at 
home and economic strength here 
and abroad. In these three vital 
areas we need decisive Congres- 
sional action. 

Now I want to turn to the field 
of private business action. 


Private Business Action 


I have been gratified by the 
underlying purpose and accom- 
plishments of this conference. 
Business leaders have been report- 
ing precisely what they and their 
industries are doing in creating 
new products and designs, reduc- 
ing costs, modernizing plants and 
facilities, and merchandising more 
effectively. All this will create 


new and better job opportunities. 
These reports show that American 





businessmen are engaged more 
and more in the best kind of cre- 
ative competition—investing their 
resources, their ambitions, their 
imaginations and themselves to 
build stronger positions for their 
companies. Thus they will help 
build a stronger America and a 
stronger free world. 

They do this because they are 
deeply convinced of this plain 
truth about American life: 

Achievement and progress can 
not be created for our people; they 
can only be created by our people. 

Americans would have it no 
other way. Our future is in our 
own hands. Our prospects are lim- 
ited only by our vision and by our 
exertions. 

Our economy has always moved 
ahead to set new records after 
every period of pause or recession 
in our history. 

It will do so again. 


One salient fact should be clear. 
We can never pep-talk our way 
to prosperity. No one here is 
proposing that we try. We are 
simply suggesting that businesses 
do what is clearly in their own 
interest. We are. suggesting, 
further, that it be done in the 
time-honored American way of 
self-reliance and self-starting in- 
itiative. Our economy has grown 
strong because our people have 
made jobs for each other and 
have not relied on the govern- 
ment to try to do it for them, 

What is our economy anyway? 

Emphatically our economy is 
not the Federal Reserve System, 
or the Treasury, or the Congress, 
or the White House. 

This nation has 43 million fam- 
ilies, 174 million people—what we 
all think and what we do—that is 
our economy. 

Our economy is the result of 
millions of decisions we all make 
every day about producing, earn- 
ing, saving, investing and 
spending. Both our individual 
prosperity, and our nation’s pros- 
perity, rest directly on the deci- 
sions all of us are making now. 


Guides for Business Decisions 


This Conference has been con- 
cerned with guides for such de- 
cisions by business. Let us look 
at a few. 

The first is this: The best hope 
of continued progress and growth 
is for businesses to keep offering 
the American consumer some- 
thing better. This means to create 
better values. 

Creating better values, in turn, 
calls for vigor and imagination in 
forging ahead with new and im- 
proved product developments, and 
in product and market research. 

In a free economy, people do 
not always buy just because they 
have money. Theirs is the sov- 
ereign right of choice. One of the 
hopeful developments of recent 
years is that new knowledge is 
rapidly being accumulated about 
the aspirations and wants and 
motivations of our people. Many 
businesses are extending their re- 
search activities further into these 
fields in order better to find out 
what people want, and how prod- 
ucts can better be adapted to their 
customers’ needs. Thus businesses 
can serve us all better. These 
vital activities should be intensi- 
fied. 

One great challenge that our 
economy has always faced, and 
met superbly well, is this: to pro- 
duce the most good, as well as the 
most goods for the benefit of the 
people. 

The second guide to business 
action has to do with inventories. 

We have reports of some man- 
ufacturers and distributors who 
are going along on a_ hand-to- 
mouth inventory basis. 

One businessman told me re- 
cently that this kind of timidity 
had been bad business for him. 
He was convinced that it had 
caused him to lose sales. Another 
told me that his company’s policy, 
back in 1949, of letting inventor- 
ies fall below normal require- 
ments left it unable to keep up 
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with its competitors when the up- 
swing came, 

The guide in this inventory 
question seems a commonsense 
one: Buy to normal requirements. 
Is that not good business? 

Closely related is a third prob- 
lem, that of investment in plant 
and equipment. 

Now, no one is going to urge a 
business with ample capacity to 
add more facilities just because it 
might be good for the economy as 
a whole. 

On the other hand, very few of 
the 4,300,000 individual businesses 
in this country feel that they do 
not need some modernization or 
improvement. First they expect 
to create better values for better 
business today: likewise, they want 
to get ready to win their full share 
of the unprecedented markets that 
certainly lie ahead. Many of.these 
companies are doing these things 
now, for the simple reason that 
now is a good time to get them 
done. 


What time could be better than - 


the present for making thése out- 
lays? Money and materials are 
more readily available today, and 
in many cases on better terms, 
than they have been for some time 
—or than they may be for :some 
time. : so" 

As I have indicated, the govern- 
ment is following this -simple 
rule: for purchases and invest- 
ments which must be made any- 
way, acting now makes sense for 
the government, and it gives the 
economy a lift when ‘it’s. most 
helpful. I suggest that there are 
numerous opportunities for pri- 
vate business profitably to adapt 
the same principle to its .opera- 
tions. a" : 

My fourth comment is on prices. 

No feature of America’s eco- 
nomic life has been more: at the 
heart of our rapidly rising and 
widely shared levels of living than 
the daring of this nation’s busi- 
nesses in pricing for volume and 
taking their chances on profits.: It 
is no accident that this policy has 
characterized our most profitable 
industries. If we are to maintain 
the vigor and vitality of our free 
economy, this drive for the widest 
possible markets must continue. A 
price policy designed to bring in- 
creasing volume should be nothing 
short of an article of faith for 
every businessman. 

My fifth observation is this: the 
economic recovery and growth we 
bring about must take the form, 
not of higher costs and prices, but 
of more production and more jobs. 

Let’s be realistic. If as earners 
we obtain such large increases in 
our incomes each year that the 
costs of production move always 
upward, then as customers we will 
find only higher price tags in the 
stores. 

The American people believe in 
good wages, both in private and 
public employment. Good wages 
reward effort and build markets. 
But the.American people, are. go- 
ing to be looking over the should- 
ers of those sitting at every bar- 
gaining table to see whether the 
wage settlement -and subsequent 
price decisions are consistent with 
a stable dollar, or whether they 
mean another dismal sequence of 
ever-rising costs and prices. 

Inequities in the wage structure 
must, of course, be adjusted. But 
consumers are not going to be 
satisfied with less and less value 
per dollar of price, which the 
inevitable result of less and less 
production per dollar of cost. If 
businessmen and labor union lead- 
ers forget these truths, the con- 
sumer will remind them in ways 
that are clear and painful. - And 
in the process the whole economy 
will suffer. These are not theo- 
retical considerations. They have 
a direct bearing on specific indus- 
tries today. 

Perhaps this is a good time to 
ask ourselves whether some dan- 
gerous rigidities of thought and 
policy have not been settling in 
on us in recent years. 
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Would Reject Certain Hlusions 

There used to be a periodical 
feature entitled, “We nominate 
for oblivion = 

Let me suggest a few ideas that 
I would Jike to nominate for ob- 
livion: 

—the idea that the consumer 1s 
not price conscious anymore; 

—the notion that without pay- 
ing the piper in higher prices, we 
can as a nation overpay ourselves 
for what we produce; 

—the idea that management can 


~ be lax about costs without pricing 


its product, not only out of for- 
eign markets, but out of the 
American market as well; 

—the idea that large annual 
wage increases can be regarded 
as a matter of course; 

—the delusion that more rigid 
farm controls and larger surpluses 
to dispose ‘of a taxpayer expense 


‘can lead to a prosperous farm 


economy; 
—the notion that we can export 
without importing; ° 
—the doctrine that a competi- 
tive enterprise economy can be 
free of all loss, failure and dis- 
appointment, and that government 


_can take all the bumps out of the 


road of business, _ 

All these and similar illusions 
are threats to that resiliency 
which enables private enterprise 
to adjust itself to new conditions. 
More than. that, they are threats 
to recovery and to our capacity 
to achieve a vigorous and orderly 
economic growth. I once more 
nominate the whole kit and ka- 
boodle of them for oblivion. 

Three years ago last October, 
I discussed the state of the econ- 
omy in an address at the Forrestal 
Memorial Dinner in Washington. 
As you will recall, that was also 
a period of some uncertainty. 
Cross-currents were evident. Un- 
employment had risen. Output 
was below that of the previous 


year. Dire predictions filled the 
air, 
On that occasion, I urged that 


we take the long view, venturing 
the opinion that ours could be a 
$500 billion economy within a 
decade if we were wise in our 
policies. I meant to be conserva- 
tive in my estimate: It is clear 
now that I was. 

We see all around us evidence 
that Americans share this confi- 
dence in our economy's long run 
expansion. It rests upon solid 
facts like these: 

Our population is burgeoning at 
a rate of three million Americans 
a year. That is equivalent to add- 


ing a Kentucky to the Union 
every 12 months. 

Even in this recession year, 
business is spending more than 


$30 billion to maintain productive 
equipment, expand capacity, and 
provide for the creation of new 
products. In the last five years 
these outlays have reached the 
staggering sum of more than $150 
billion. 

Staite and local governments are 
spending nearly $10 billion each 
vear for new schools, better 
streets, and the other facilities 
that our people want and need. 

Nowhere is this faith in the 
future better exemplified than in 
the $7 billion which will be spent 
by industry on resaarch and de- 
velopment this year—outlays that 
have been growing at the rate of 


10° a year. The wonders of re- 
cent years — nuclear energy, 
miracle drugs, synthetics, elec- 


tronics—will be dwarfed by new 
wonders to come. 

Today three million of our 
young people are in colleges and 
uni*ersities, preparing themselves 
for the opportunities of tomorrow. 

We are now moving forward 
swiftly on the vast highway pro- 
gram which I proposed a few 
years ago. It will provide a 41,000 
mile nationwide system of new 
and improved highways for the 
rapidly enlarging volume of traf- 
fic generated by our expanding 
economy. After 50 years of in- 
decision the great St. Lawrence 
Seaway project is moving toward 
completion. In the field of avia- 
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tion, plans are well advanced to 
receive the jet age. Abroad, pros- 
pects of new markets are opening 
to our trade. 


_ In short. the future is bursting 

with vitality and promise: It is 
welcomed by rising aspirations of 
our people: our advancing pro- 
ductivity to meet those expecta- 
tions; the vast. areas of new en- 
joyment, utility, and adventure 
opened up by scientific advances: 
the growth of schools,. hospitals, 
research centers; the rapid strides 
in wide sharing of personal in- 
come, education, and security. 


Rising to Our Opportunities 
The question, then, is going to 


be — not one of surmounting our 
problems — but one of rising to 


our opportunities. 

But remember: these are fast- 
moving times. The faint-hearted 
and the doubters who hang back 
today are apt tomorrow to be 
trampled in the rush of progress. 
It has been the tough-minded op- 
timists whom history has proved 
right in America. It is still true 
in our time. 

The economy of the American 
people has served this nation 
faithfully and well. It stands as 
living evidence of the toil of this 
generation and those who have 
gone betore. It has yielded the 
material counterpart to the dig- 
nity that is every American’s 
birthright. It has afforded not 
only material comfort, but the re- 
sources to provide a challenging 
life of the mind and of the spirit. 
It has provided the strength to 
make our homes secure against 
those who would attack us and 
destroy our way of life. It has 
given us the means to work un- 
ceasingly for a just and lasting 
peace among the nations of the 
world. 

All this we can keep and 
strengthen by our faith and by 
our exertions. May we so conduct 
ourselves today that, when -we 
look back upon this time, we can 
say: We met the test. 


Buckner to Admit 


Buckner & Co., 122 East 42nd 
Street. New York City, members 
of the New York Stock Exchange. 
on June ist will admit Horace F. 
Isleib to partnership. 


Joseph Walker Partner 


Thomas J. Farrelly on June 1st 
will become a partner in Joseph 
Walker & Sons, 120 Broadway, 
New York City, members of the 
New York Stock Exchange. 


With Ross, Lyon 
Sylvan Strauss has become as- 
sociated with Ross, Lyon & Co., 
Inc., 41 East 42nd Street, New 
York City. members of the New 
York Stock Exchange. 


New Sano Branch 
RIDGEWOOD, N. Y.—Sano & 
Co. has opened a branch office at 
901 Seneca Avenue under the di- 

rection of Anthony J. Sano. 


With Capital Securities 
(Special to Tut 
CHICAGO, Ill. — Edward A. 
Seeber has become _ associated 
with Capital Securities Company, 
209 South La Salle Street. 


Now With Goldman, Sachs 


THE FINANCI 
BOSTON. Mass.—John D. Ames, 


FINANCIAL CHRONICLE) 


(Special to t CHRONICLE) 


Jr., is now associated with Gold- 
man, Sachs & Co., 75 Federal 
Street. He was formerly with 
Hemphill, Noyes & Co. 
Keller Co. Adds 
Special to Tur Finan CHRONICLE 
BOSTON, Mass. — Robert S. 


Markell is now with Keller & Co.. 
He was formerly 
& Co 


31 State Street. 
with B. C. Mortor 


Chio Bankers Ass’n 
Elects Loring Gelhach 


CLEVELAND, Ohio—Loring L. 
Gelbach; Chairman and President, 
Central National Bank of Cleve- 
land, has been elected President 
of the Ohio 
Bankers Asso-- 
ciation at the 
annual ¢€0 it- 
vention. — 

Mr. Gelbach. 
in banking for 
47 years’ will: 
take -office 
July 1 as head 
of the assovia- 
tion, in Which 
more thant 775 
banks in Ohio 
are members. 
He has served’ 
the association 
as Group 
Chairman, Chairman of the Coun- 
cil of Administration, and during 
the past year as Vice-President. 
He is a director of several corpo- 
rations and is prominent in nu- 
merous banking, civic and club 
activities. He is a Past Chairman 
of the Board of Regents of the 
Graduate School of Banking at 
tutgers University, a Past Chair- 
man of the Clevelana Red Cross, 
and since, 1950 has served the 
Treasury ‘as Chairman for Ohio 
of the- U. S. Savings Bonds Divi- 
sion. 

Joh Wallace, President of The 
Willard United Bank, Willard, was 
elected Vice-President, and John 
G. McCoy, Vice-President of The 
City National Bank and Trust Co 
of Columbus, was elected Treas- 
urer. Completing his term as 
President. of the association and 
acting as presiding officer at the 
convention is A. M. Wright, Presi- 
dent of The Worthington Savings 
Bank at Worthington. 


Leving L. Gelhach 


Joins Cooley & Company 
(Special to Tue FInanciaL CuRONICLE) 
SPRINGFIELD, Mass. — Harold 
A. Soloff has become associated 
with Cooley and Company of 
Hartford. He was formerly with 
Hayden, Stone & Co. 


With J. C. Roberts 


(Special to Tur FINANCIAL CHRONICLE) 
SPRINGFIELD, Mass.—Jean F. 
Ross has joined the staff of Jay 
C. Roberts & Co., 18 Vernon St. 


Three With H. L. Robbins 


il to Tur FInane 

WORCESTER, Mass.—A. Leon 
Emonds, Robert W. Hanley and 
James J. Pagonis are now affili- 
ated with H. L. Robbins & Co., 
Inc., 37 Mechanic Street. 


(Spec tAn CHRONICLE) 


Reynolds Adds to Staff 


(Special to Tue FINANCIAL CHRONICLE) 
MINNEAPOLIS, Minn. — Hans 
T. Hagen, Jr. has been added to 
the staff of Reynolds & Co., 629 
Second Avenue South. 


Joins A. C. Allyn 


(Special to Tue Financial CHRONICLE) 
KANSAS CITY, Mo.—John S. 
Harrison is now affiliated with 
A. C. Allyn and Company Incor- 
porated, 101 West 11th Street. 
He was formerly with Waddell 
& Reed, Inc. 


With White, Weld 


Special to THe Financist CHRONICLE) 
BOSTON, Mass. — Charies M. 
Hazard has become affiliated with 
White, Weld & Co., 111 Devon- 
shire Street. 


J. Clayton Flax Adds 


ial to THE FINANCIAI 

SPRINGFIELD, Mass. An- 
thony A. Gentile has been added 
to the staff ot J. Clayton Flax & 
Co., 1562 Main Street. 


CHRONICLE) 


(Spe 
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Gulf, Mobile & Ohio 


Earnings of Gulf, Mobile & 
Ohio, like those of the majority 
of the Nation’s carriers, have been 
down sharply this year from those 
of the like 1957 months. This drop 
Nas caused the directors to reduce 
the common dividend again to 
10 cents a common share from the 
25 cents paid in the previous 
quarter. Last year, the road paid 
20 cents quarterly. 


Net income for all of 1957 fell 
to $2.28 a share, before sinking 
and other funds, as compared with 
$4.01 a share in 1956. April vol- 
ume was off approximately 11% 
from a year ago and indications 
are that no income was shown for 
luac moniun, it is estimated that 
for the first four months of this 
year the carrier had a deficit, be- 
fore funds, of around 25 cents a 
share as compared with a net in- 
come of 44 cents a share in the 
comparable 1957 period. 


In the early months of this year, 
despite the decline in freight busi- 
ness, the road did not make sub- 
stantial cuts in its maintenance 
program. As a matter of fact, in 
the first quarter operating ex- 
penses were reduced only $660,- 
000. Equipment maintenance was 
practically unchanged from a year 
ago, while transportation costs 
were off 2.5%. 


One adverse factor has been the 
drop in munitions traffic which 
had proved highly profitable in 
past years. Of course, there has 
been a sharp drop in revenues 
from manufactured and miscel- 
laneous sources. Several rate in- 
creases in the past few years have 
brought about a rise in revenue 
per car. It is estimated that reve- 


nue per car now is_ running 
around $176.27 as compared with 
$173.24 previously. However, this 
has not compensated for the drop 
in total traffic. 


Loss on passenger traffic also 
constitutes a drain on earnings. 
In 1957, the out-of-pocket direct 
loss from passenger business is 
placed at $2,561,000 as compared 
with $1,909,000 in 1956. This was 
large enough to absorb 28.7% of 
freight net operating income be- 
fore taxes and much higher than 
the average of the majority of 
the major carriers. The fully al- 
located cost of passenger bussiness 
based on Interstate Commerce 
Commission accounting last year 
was $5,817,000. In February, Gulf, 
Mobile & Ohio asked the Illinois 
Commerce Commission to reduce 
passenger runs between Chicago 
and St. Louis where losses last 
year are estimated to have run 
at about $1,450,000. It is believed 
officially that if this service can 
be cut, the deficit would be re- 
duced by some $1,270,000. 

Finances of the railroad con- 
tinue to be adequate. On Feb. 28 
cash and temporary cash in- 
vestments amounted to $14,042,000 
as compared with current liabil- 
ities of $16,726,000. Working capi- 
tal on that date totaled $17,032,000 
as compared with $19,193,000 a 
year earlier. However, this is con- 
sidered sufficient for a road of 
this size. Annual depreciation 
charges this year will exceed 
equipment trust maturities by 
some $1,000,000. It is believed 


amortization tax deferment and 
other rapid write-off benefits will 
decline to around 70 cents a com- 
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mon share from $1.18 a share in 
1957. 


The Gulf has been active in 
seeking to attract new industries 
to its territory to further diversify 
its traffic and bring in higher 
rated manufacturing items. Some 
85 new businesses were located in 
the service area last year. Of 
these, 67 were on land leased or 
purchased from the road or the 
G. M. & O. Land Company. Nat- 
urally, traffic from these plants 
has been affected by the general 
business recession, but it is stated 
that the drop in business has not 
been of the same proportions as 
in many other sections of the 
country. In view of the high level 
of maintenance over the past few 
years, the Gulf probably could 
cut-back on these expenditures. 
The road is considered to be in 
good physical condition and such 
a reduction in expenses should not 
hamper operations. Its equipment 
is exceptionally well main 
with 83.6% of total freight cars 
less than 16 years of age at the 
end of 1957. 


H. 0. Peet & Co. Will 
Admit New Partners 


KANSAS CITY, Mo. — On May 
29; H. O. Peet & Co., 23 West 10th 
Street, members of the New York 
and Midwest Stock Exchanges, 
will admit John C. Bragg, Gage 
C. Frick, Anthony J. Heydon, Al- 
verne W. Sawyer and John QO. 
Wheeler to partnership. All have 
been associated with the firm for 
some time. 

On the same date, Herbert O. 
Peet will retire from partnership. 


Joins Nolting, Nichol 


(Special to Tus FrnaNciaL CHRONICLE) 
PENSACOLA, Fla. — Robert R. 
Fry has become affiliated with 
Nolting, Nichol & Company, West 
Garden Building. 
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Twin City Bond Glub 
37th Annual Picnic 


MINNEAPOLIS, Minn.—The 
[win City Bond Club will hold its 
37th annual picnic and golf tour- 
1ament at the White Bear Yacht 
Club on June 19. The outing will 
be preceded by a cocktail party at 
the Nicollet Hotel on June 18. 
Reservations should be made with 
Preston B. Shute, Shearson, Ham- 
nill & Co., Minneapolis. 

Members of the Picnic Commit- 
ee are Willys P. Jones, Allison- 
Williams Co., General Chairman: 
Lyman W. Cole, Jr., Kalman & 
Company, Ine., registrations: 
James G. Peterson, J. M. Dain & 
Company, Inc., cocktail party: 
Stanley R. Manske, First National 
3ank of St. Paul, publicity; Wes- 
fey J. Anderson, transportation: 
John R. Winsor, Harris Upham & 
Co:, entertainment; Hubert G. Fer- 
suson, J. M. Dain & Company, 
{nc., tennis & horseshoes; L. E. 
Shaughnessy, Jr., Shaughnessy & 
Co., Inc., golf; Irving J. Rice, Ir- 
ving J. Rice & Company, Inc., 
St. Paul, bridge and gin rummy; 
George A. MacDonald, First Na- 
tional Bank of Minneapolis, prizes; 
John A. Gallagher, Smith, Barney 
& Co., special prizes; James W. 
Davant, Paine, Webber, Jackson 
& Curtis, and Wallace K. Fis, John 
Nuveen & Co., prize solicitation; 
T. Dan McCarthy, boating. 

Officers of the Twin City Bond 
Club are William J. Lau, J. M. 
Dain & Company, Inc., President; 
Paul E. Casserly, Merrill Lynch, 
Pierce, Fenner & Smith, Vice- 
President: Preston B. Shute, 
Shearson, Hammill & Co., Secre- 
iary-Treasurer; Robert J. Davis; 
Charles J. Rieger, Jamieson & 
Co.; Robert S. McNaghten, Wil- 
liams, McNaghten & Co.; Adolph 
H. Helfman, First National Bank 
of St. Paul; L. E. Shaughnessy, Jr., 


Shaughnessy & Co., Inc., and 
Richard P. Egan, Mannheimer- 


Egan, Inc., Governors. 


Joins Lester, Ryons 
(Special to Tue FInancraL CHRONICLE) 

LOS ANGELES, Calif.—Walter 
B. Lower has become affiliated 
with Lester, Ryons & Co., 62: 
South Hope St., members of the 
New York and Pacific Coast Stock 
Exchanges. Mr. Lower was for- 
merly with Counselors Manage- 
ment Company and prior thereto 
with Witherspoon & Company, 
Inc. 


Joins Kenower, MacArthur 
1 vo Ter Financia, CHRONICLE) 
DETROIT, Mich. — Peter D. 
Whitman has joined the staff of 
Kenovwer, MacArthur & Co., Ford 
Building, members of the Detroit 
and Midwest Stock Exchanges. 


Now With Southern Inv. 


» THE FINANC! 
CHARLOTTE, N. C.— Richard 
‘. Parker, Jr. has become affili- 
ated with Southern Investment 
Company, Johnston Building. 
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Public Utility Securities 


By KENNETII HNOLLISTER* 











Mississippi River Fuel Corp. 


Mississippi River Fuel is composed of four district operations: 
a natural gas pipeline; Natural Gas & Oil division which explores 
for and develops oil and gas reserves; Mississippi River Chemical 
Company, and a wholly-owned subsidiary, Milwhite Mud Sales 
Co. The pipeline extends from eastern Texas through southern 


Louisiana and along the Mississippi Valley to St. Louis and 
nearby areas in Illinois. Natural Gas & Oil owns reserves in 


Kansas. Louisiana and nearby areas and is engaged in several 
offshore ventures. The Chemical division, located just outside 
St. Louis, manufactures ammonia products and fertilizers for 
distribution in nearby areas. Milwhite mines and processes barite 
and other chemicals used in drilling operations and provides tech- 
nical services for this portion of the industry. While still small, 
Milwhite has the third largest volume of sales in the industry 
after National Lead and Dresser Industries. Reserves are located 
in various parts of the United States, Mexico and South America. 

Pipeline sales account for about 62% of revenues and slightly 
over half of this amount is derived from sales made subject to 
l’ederal Power Commission jurisdiction. The remainder of pipe- 
line revenues is obtained from direct industrial sales made on a 
firm and interruptible basis to the steel, oil chemical and glass 
industries. In addition, sales are made to Union Electric and 
Illinois Power on an interruptible basis for use as boiler fuel in 
electric generators. Laclede Gas Company, serving St. Louis and 
the surrounding area, is the largest utility customer of the pipeline 
and provides 70% of regulated revenues. Total population served 
by retail distributors is estimated at about 1,725,000 of which 
almost 90% 1eside in the greater St. Louis area. Important indus- 
trial customers of the company include Granite City Steel, Laclede 
Steel, National Lead, Owens-Illinois Glass, Shell Oil and Standard 
Oil (Indiana), and for the greater part these sales are made under 
short-term contracts. During 1957 the company’s five largest in- 
dustrial customers accounted for about 23% of total volume of 
gas from the pipeline system in 1957 and the largest single indus- 
trial customer approximately 11%. Industrial sales made on an 
interruptible basis have been affected by the recession in industrial 
activity, but thus far the company has been able to find alternate 
markets for available gas. 

Within the last several weeks, the company has filed an 
application with the F.P.C. seeking a $4 million rate increase 
which, if granted, would provide the company with a 7's rate 
of return on its regulated pipeline business and 10% rate on gas 
production properties. The application was made under procedures 
used before the Commission prior to the Memphis decision and 
apparently ignores the procedure indicated by that ruling. While 
this method is contrary to the approach used by several other 
pipelines that have attempted to negotiate rate settlements with 
customers, Mississippi River Fuel currently has no revenues sub- 
ject to the Memphis decision and stands to benefit from possible 
refunds from its suppliers. The present rate application would ol 


course be dismissed if the Memphis decision is upheld by the 
Supreme Court, but the lower cost of gas would more than 


compensate for the difference. Thus the proposed rate increase is 
in part a hedge to protect the company against further increases 
in gas costs as well as an attempt to obtain a compensatory return. 

Pipeline expansion in recent years has been relatively modest 
and delivery capacity is now about 515 million cubic feet per day. 
Approximately $5 million will be spent this year on _ pipeline 
construction in order to bring capacity up to 550 million cubic 
feet per day. No further expansion is contemplated at this time. 
During the extremely cold weather this past winter, a maximum 
of 15 million cubic feet per day had to be withdrawn from indus- 
trial customers indicating the pipeline seems to be at approxi- 
mately optimum size for the current market. Over the coming 
years, an underground storage field being now constructed by 
Laclede Gas Company probably will require deliveries of large) 
quantities of gas. Development of the field, however, is proceeding 
slowly and it will probably be two or three years before any 
sizable additional amounts of gas ere needed on a regular basis. 

Approximately two-thirds of the company’s gas supplies are 
obtained from United Gas Corp. and about 7% 


from owned re- 
serves of the company. The remainder is purchased from a 
number of smaller producers. During the past several years, 


United has increased its rates four times which has materially 
increased the cost of gas to Mississippi. As none of these cases has 
been ruled on by the F.P.C. all are subject to the Memphis 


decision and under most extreme conditions, United Gas Corp. 


might have to refund close to $5 million to the company. 

Sizable reserves of oil, liquids and gas are held by Natural 
Gas & Oil Division. At the end of 1957, estimated proven oil 
reserves were 18 million barrels and condensate about 8 million 
barrels. Approximately 45% of these reserves currently are in 
production. Gas reserves are about 415 trillion cubic feet excluding 
promising wells developed in conjunction with a subsidiary of 
Consolidated Natural Gas Co. in an offshore venture. Of the 
company’s proven gas reserves about one-third are dedicated to 
the pipeline system, the remainder being sold to others. Revenues 
from crude oil sales are being adversely affected by proration 
orders but the inventory situation in the oil industry appears to 
be correcting itself and increased production later this vear seems 
likely. 

Capital expenditures in 1958 will be devoted primarily to 
expanding the operations of the Natural Gas & Oil Division which 
expects to spend about $10 million or about the same amount as 
in 1957. Additional amounts, up to $10 million. may be spent by 
the company over the coming several years on offshore drilling 
ventures with other companies. Expenditures of the chemical 
division and Milwhite will be nominal. Recently the company 
sold $30 million of debentures to fund construction loans made 
previously and is not expected to do any additional financing othe: 
than bank loans during 1958. The company’s capital structure 
is considered conservative and it is unlikely that common stock 
will be sold for some time. 

The Chemical division and Milwhite Mud Sales 


have been 
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adversely affected in recent months also. The latter by the 
reduction in exploration and drilling activity and the: former: by 
extremely wet weather during the early months of the year. 
Provided activity accelerates in the oil and gas production field 
later this year, Milwhite may still be able to do as well as in 
1957. Fertilizer sales may be subject to some price weakness 
because of late planting but are expected to contribute modestly 
to the earnings of the company in 1958. 

Considering all of these factors, 1958 earnings are not expected 
to be materially below the $2.00 reported for 1957. At the current 
price of about 30 this represents a multiple of 15 times which 
seems reasonable for a conservatively capitalized company with 
earning power from the pipeline and chemical division of close 


to $1.80. 
present price, and 


The $1.60 annual dividend yields about 
is considered 


5.3% 
longer 


at the 


safe. Over the term, 


Mississippi River Fuel seems to have better than average prospects 
for earnings growth and longer term appreciation. 





* Substituting for Owen Ely who is on vacation. 


Continued from page 5 


Oil Industry Problems in the 
Nation and the West Coast 


tee recommended a total import 
quota of 933,000 barrels a day. 
Question of New Legislation 
Many in the oil industry are 
urging new legislation which 
would result in mandatory con- 


trols over imports, to make the 
program effective. Others resist 


this, as the industry, as a whole, 
has always feared any type of 
Federal controls. They feel that a 
legislative system of import con- 
trols will gradually lead to other 
regulation, such as they are now 
faced with under the Federal 
Natural Gas Act. Some also think 
it is inconsistent to contend that 
controls under the Natural Gas 
Act should be removed, while at 
the same time urging that there 
should be legislative controls over 
imports. However, there is more 
and more clamor for legislative 
control over imports, and there is 
now pending in Congress the so- 
called Ikard Bill, which will pro- 
vide for such controls. A novel 
feature of the bill is that after the 
President fixes the import quotas, 
he would then be authorized to 
auction off licenses for the quotas 
to prospective importers at the 
highest bid. This could be quite a 
source of revenue, and presumably 
would also stabilize the prices be- 
tween imported foreign crude and 
domestic production. 

Foreign crude is low-cost pro- 
duction and can be imported into 
this country more cheaply than 
crude can be produced domesti- 
cally. This tends to reduce the price 
ol refined products. Refined 
products manufactured outside of 
this country and imported into it 
by tanker also have a competitive 
advantage, so that any import 
program must cover refined prod- 
ucts as well as crude oil to be 
effective. With tanker ship charter 
rates at a low level, foreign. im- 
ports are being landed in the U. S. 
market at prices which enable 
importers to engage in price cut- 
ting practices to the point of al- 
most eliminating profit margins 
for some domestic refiners who 
rely on domestic crude supply. 

There can be no doubt that 
some imports of crude oil must 
be allowed into this country, and 
that our requirements for imports 
will increase over the years as we 
use up our own reserves. The real 
problem at this time is to achieve 
some reasonable balance of im- 
ports to domestic production so 
that our domestic industry will 
remain a healthy one and will 
continue to explore for oil. For- 
eign oil should supplement, but 
not supplant our own production. 


Conditions in the West Coast 
Industry 

You are probably interested in 
the petroleum situation on the 
West Coast, as you are more im- 
mediately affected by it. Of the 
Pacific Coast states, California is 
the only one which has had any 
oil and gas production of any 
consequence, and up until World 
War II California supplied prac- 


tically all of the petroleum prod- 
uct requirements of the Pacific 
Coast states, Hawaii, Alaska and 
Western British Columbia, and 
also exported products to areas 
in the Pacific. This situation has 
changed drastically since World 
War II. Since then, the California 
oil industry has not been able to 
maintain a satisfactory ratio, be- 
tween the discovery of new oil 
reserves and production required 
to meet rising demand. Explora-. 
tion has been discouraging and 
only two new fields discovered ° 
during this period are expected te 
recover more than 100 million 
barrels. California’s reserves~ are 
estimated to be three to four bil- 
lion barrels. California produc- 
tion reached a peak of about 
1,100,000 barrels daily in 1953, and 
has declined even since to a point 
where it now produces about 875,- 
000 barrels a day. Meantime, de- 
mand for products in the Pacific 
Coast area had risen to 1,250,000 
barrels a day at the end of 1957. 


How has this difference been 
made up? 
There has been a shifting of 


supply centers which has sup- 
planted products formerly coming 
from California refineries. Several 
large refineries have already been 


completed in the Puget Sound 
area and others are now being 


constructed or are in the planning 
stage. Crude oil for this area now 
comes either from Western Canada 
through the Transmountain Pipe- 
line, or by tanker from foreign 
sources. Formerly, the refined 
products came from California by 
tanker or by rail. Eastern and 
Central Oregon and Washington 
now get most of their petroleum 
products through the Salt Lake 
products line, where the crude 
comes from Wyoming, Colorado, 
and Eastern Utah fields and is 
refined in the Salt Lake City area, 
or through the Yellowstone prod- 
ucts line which extends westward 
from Billings, Montana, where the 
products are made from Montana 
and Wyoming oils. 

Arizona, which still is partially 
supplied from California refineries 
through the Southern Pacific 
products line, gets part of its re- 
quirements now through products 
pipelines extending north and 
west from El Paso. Hawaii, while 
still receiving its supplies from 
California, probably will not do so 
for any extended period as a 35,000 
barrel-per-day refinery is planned 
there and the oil for it will un- 
doubtedly come from the Middle 
East or the Indies. Alaska, for the 
time being will continue to be 
supplied from the California or 
Puget Sound refineries. 

All of the above steps have been 
designed to take the burden off 
California oil production, in 
recognition of its dwindling re- 
serves inability to discover 
new reserves 


and 
substantial 


California Oil Imports 
About 200,000 barrels daily of 


crude oil is now imported into 
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California from various sources. 
The Four Corners’ Crude Pipe 
Line into Southern California 
from the Four Corners area of 
Arizona, Utah, Colorado and New 
Mexico has just been placed in 
operation and is bringing in about 
40,000 barrels daily from that area. 


It can bring in up to 70,000 bar-— 


rels daily. Some people call this 
“foreign” oil as it is the first time 
any oil of substantial quantity has 
come into California from the 
Rocky Mountain region. 

With all of the above, one might 
think that, because of its declin- 
ing oil production and the rapid 
growth of the state, California 
operators could sell all of the oil 
they can produce. Unfortunately, 
this is not the case at this time. 
This is primarily due to depressed 
business conditions and the falling 
off of demand for petroleum prod- 
ucts, but this is not the only 
factor involved. Many indepen- 
dent operators blame imports en- 
tirely, including “imports” from 
the “foreign” Four Corners area, 
and these imports undoubtedly 
have a great bearing on the situa- 
tion. Other factors are the in- 
creased use of natural gas for 
industrial and commercial uses, 
most of which is imported from 
outside the state. The competition 
of natural gas with fuel oil, 
railroads converting from heavy 
fuel oil to diesel, and general 
decline of business conditions has 
caused an oversupply of fuel oil 
which has resulted in two recent 
reductions in fuel oil prices and 
one reduction in the price of 
heavier crude oils. Inventories 
have gradually increased both in 
crude oil and the principal refined 
preducts, and there have been 
severe gasoline price wars in 
many areas. 

California producers have cut 
back their oil production in vari- 
ous amounts. Meantime, the Fed- 
eral Government has extended 
the voluntary Import Program to 
the Pacific Coast area and has re- 
quested importers to reduce their 
scheduled imports for the first six 
months of 1958 to a total of 220,- 
000 barrels a day. So far in 1958, 
imports have not come up to that 
figure. It is expected that the 
government will set a lower 
schedule figure for the second six 
months of 1958. The Oil Produc- 
ers Agency of California, an or- 
ganization representing a substan- 
tial segment of the independent 
oil producers in California, has 
requested the government to re- 
duce the import quota for the Pa- 
cific Coast area from the present 
quota of 220,000 barrels a day to 
54,000 barrels a day, and also that 
refined products be put under the 
present quota program. 


Oil in Alaska 


One other matter bearing on 
the West Coast situation may be 
of interest to you. Although Cali- 
fornia’s oil production is steadily 
declining, and the discovery rates 
disappointing, the oil companies 
have been exploring in other Pa- 
cific Coast areas, notably Oregon, 
Washington and Alaska. No dis- 
coveries have been made in Ore- 
gon, and none of any consequence 
in Washington. Last year, Rich- 
field made the first commercial 
oil discovery in Alaska. There 
had previously been some small 
discoveries in Alaska but they 
were not of commercial signifi- 
cance. A small field was discov- 
ered many years ago along the 
Gulf of Alaska near Katalla, but 
this has long since been aban- 
doned. The VU. S. Navy made 
some small oil and gas discov- 
eries in Naval Petroleum Reserve 
No. 4 in an area north of the 
Arctic Circle near Point Barrow 
which is so far isolated from mar- 
kets that the discoveries presently 
have no commercial significance. 

The discovery by Richfield in 
the Kenai Peninsula is not only 
of commercial significance but is 
highly important from the stand- 
point of national defense. So far 
all petroleum products for Alaska 


have had to be imported by 
tanker. While civilian needs 
have not been too substantial be- 
cause of the small population of 
the Territory, military require- 
ments have been important and 
particularly the problem of sup- 
ply during World War II. 

Discovery of oil in Alaska will 
be of great economic importance 
to the Territory since its principal 
means of economic support is 
now the military. Gold mining 
and other industries have de- 
clined over the years. 

The Territory of Alaska is 
about one-third the size of the 
continental United States. There 
are many sedimentary basins in 
the Territory where conditions 
are favorable to the accumulation 
of oil deposits. Since the Rich- 
field discovery last year, millions 
of acres of land have been leased 
in the Territory and there will be 
much exploration in the next few 
years. Operations are expensive 
but no more so than in Western 
Canada. 

No oil has yet been marketed 
from the Richfield-Kenai discov- 
ery. The area is close to tide- 


water but a pipeline must be con- 
structed to take the oil out by 
tanker. There are no refineries 
in Alaska, but it is reasonable to 
presume the refining facilities 
will be built there to take care 
of local needs rather than to haul 
crude oil out and products back. 
However, the real market for the 
oil will be outside of Alaska, 
probably in the Puget Sound area, 
or California, but other possible 
markets would be Hawaii and 
Japan. It is approximately 1,400 
miles by tanker to the Puget 
Sound area, and about 2,400 miles 
to California, and it is significant 
that Alaskan oil could be de- 
livered by tanker into the Puget 
Sound area at less cost than Ca- 
nadian crude can be delivered to 
that refining center through the 
Transmountain Pipeline. 

An important factor in connec- 
tion with Alaska oil is that the 
Territory is a part of the United 
States, and therefore is not in- 
volved in the issue of oil imports. 
Any oil brought in from there 
will not be subject to tariffs as is 
oil brought in from foreign coun- 
tries. 


U. S. Highway Program Geared to 
Higher Spending 


Federal Highway Administrator Tallamy announces additional 

employment will be generated on highways between now and 

1959 over and above that induced by regularly scheduled 
Interstate and A. B. C. programs. 


Fourteen States have pro- 
grammed $20.8 million of highway 
work for early construction under 
an. anti-recession feature of the 
Federal - Aid 
Highway Act 
of 1958, Fed- 
eral Highway 
Administrator 
Bertram D. 
Tallamy an- 
nounced May 
7, 1958, to the 
National 
Highway 
Users’ Con- 
gress. Of that 
amount, the 
Bureau of 
Public Roads, 
U. S. Depart- 
ment of Com- 
merce, authorized nearly $8 
million worth of projects for 
advertising within two weeks 
after President Eisenhower signed 
the Act, according to Mr. Tallamy. 


The Act signed by the President 
on April 16 provided a_ special 
authorization of $400 million to 
be apportioned to the States im- 
mediately for use on the primary 
and secondary highway systems 
and their urban extensions. This 
amount was over and above the 
regular apportionments of so- 
called ABC funds and was de- 
signed to create additional em- 
ployment in highway construction. 





Bertram D. Tallamy 


Work Speeded Up 


“The speed with which the 
States are advancing this type of 
work to the construction stage is 
evidence that a considerable 
amount of additional employment 
will be generated on needed high- 
way projects between now and 
December, 1959,” Mr. Tallamy 
said. “The Act stipulates that 
these funds, which are provided 
on a two-thirds Federal, one- 
third State basis, must be put into 
contracts before Dec. 1, 1958, with 
completion of construction sched- 
uled prior to Dec. 1, 1959. When 
added to the regular Interstate 
and ABC programs, these special 
funds will have a_ significant 
effect in producing employment 
and stabilizing the economy.” 


Mr. Tallamy pointed out that the 
Act increases the authorizations 
for the Interstate System for fis- 
cal 1959 from $2 billion to $2.2 
billion, and for fiscal 1960 and 
1961 from $2.2 billion to $2.5 
billion. 


Suspends Pay-As-You-Go 

“It also suspends the pay-as- 
you-go provision of the 1956 Act 
for two fiscal years. Thus, the 
Interstate System program will 
be increased by $2.7 billion of 
Federal funds within the next few 
months, instead of $1.6 billion at 
the end of the year—a gain of 
$1.1 billion and nearly a half year 
of valuable time.” 


He said the highway program 


was proceeding in accordance 
with expectations and receipts 
into the Highway Trust Fund 


were “running very close to esti- 
mates.” 

“For this fiscal year ending 
June 30 we expected progress as 
measured in terms of funds obli- 
gated to amount to $2.490 billion. 
As of March 31, actual obligations 
totaled $1.919 billion, or 77% of 
the goal accomplished with three 
months remaining in fiscal 1958,” 
he said. 


“Total obligations since enact- 
ment of the Federal-Aid Highway 
Act of 1956 amount to $4.123 bil- 
lion, of which $2.174 billion was 
committed to the Interstate Sys- 
tem and $1.409 billion for im- 
provement of primary, secondary 
and urban roads. 

“As to the Trust Fund, the Sec- 
retary of the Treasury had esti- 
mated total receipts for this fiscal 
year to amount to $2.138 billion. 
Actual receipts, with three months 
of the fiscal year remaining, 
amounted to $1.648 billion so we 
are right about on schedule in 
that area as well as in the obliga- 
tion of funds.” 


Daniel Reeves Adds 


(Special to Tue FINANCIAL CHRONICLE) 

BEVERLY HILLS, Cal.—Rach- 
ford Harris has been added to the 
staff of Daniel Reeves & Co., 398 
South Beverly Drive, members of 
the New York and Pacific Coast 
Stock Exchanges. Mr. Harris for 
many years was with Leo Schoen- 
brun. 


Joins Daniel D. Weston 


(Special to THe FINANCIAL CHRONICLE) 
BEVERLY HILLS, Calif. — Ed- 
ward Glist has become connected 
with Daniel D. Weston & Co., Inc., 
9235 Wilshire Boulevard, members 
of the Pacific Coast Stock Ex- 


formed as of May 15 with offices 
at 1 Wall Street, New York City. 
J. Bassett Winmill, who will ac- 
quire a membership in the New 
York Stock Exchange, will be a 
general partner, and S. J. Winmill 
a limited partner. 


ard G. Christensen, 
Reynolds and Richard A. Sey- 
change. Mr. Glist was formerly movr orm > By 
















Our Reporter on Governments 


By JOHN T. CHIPPENDALE, JR. 


The whole Government market, in spite of the coming re- 
funding operation of the Treasury, has been responding rather well 
to use OUstuisn sentiment that is currently prevailing in the money 
market. ‘ine action of tne Feaeral Reserve Banks in purchasing 
Treasury bills not only to offset the outflow of gold but also to 
add to the credit base, has had a marked effect on the yield of the 
s. ortest Government issue. This buying has helped to push the 
yield on this obligation below the 1% level. If the bill rate should 
stay under 1% for a period of time, it could be forecasting another 
cut in the discount rate. 


No Long-Term Bond Expected 


The guesses in the money market for the moment are that 
there will not be a long-term obligation in the June 15th retunding 
operation of the Treasury. The way the Government market has 
been acting, it seems as though the Treasury will be able to get 
very satisfactory rates on any of the obligations which will be 
offered in place of those being paid off the middle of next month. 

The money market is in one of those waiting periods, which 
it runs into every now and then, and this time the reason is the 
impending refunding operation of the Treasury. However, the 
latter is not having too important an influence on the action of the 
market for Government obligations. The opinions around now are 
that the Treasury, in taking care of the June 15th maturities, 
will not offer an issue which will be in the long-term bond 
classification. This has taken the pressure awey from the more 
distant securities in the Government list, and as a result these 
obligations have been making a very much better showing 
marKet-wise. 


Non-Government Market Heiped 


The improvement in Government bond issues has also carried 
over into the corporate and tax-exempt fields because these secu- 
rities have also rallied fairly well from the levels which they sold 
down to when there were many ideas around that the Treasury 
would use a long-term obligation as part of the coming refunding 
operation in order to extend the maturity range of the Govern- 
ment debt. 

Existing Treasuries Acting Well 

In spite of tne beliefs that the Treasury will use only short- 
term and intermediate range issues in the June 15th refunding, 
the outstanding obligations in these maturity areas have not been 
acting badly, even though the price movements of these securities 
have not been as sharp or as pronounced as those of the most dis- 
tant obligations. Part of the favorable market action of the out- 
standing Treasury issues that are considered to be in the refunding 
area is attributed to the fact that not a few owners of the June 15th 
maturity have been buying the outstanding issucs and in this 
way are doing their own refunding ahead of time. 

In addition, the professional element in the Government mar- 
ket has been moving quotations of these securities up a bit, without 
too many issues changing hands, since the market for these obliga- 
tions is very much on the thin side, which makes them readily 
susceptible to this type of market action. 


Market Guessing on Refunding Terms 


The Treasury will be meeting shortly with the various groups 
in the financial district as to the kind of securities which should 
be used in the June 15th operation. To be sure, up to this point 
all that is available along these lines are the various guesses which 
are being made, together with the “so called” observations which 
are also being made by certain money market specialists, namely 
that the Government market by its own actions is not particularly 
concerned with a long-term bond in the coming refunding. There- 
fore, the securities to be offered will most likely fall in the short 
and intermediate areas of the market and the cost to the Treasury 
of such issues will not be unfavorable because of prevailing low 
return on the outstanding securities. 

The fact that the Treasury saw fit to refund the 214 bonds 
of 1956-59, and the 2%4% bonds of 1957-59, on Sept. 15th, indicates 
that the money market will be a favorable position to take care 
of this oneration in the Fall. This appears to be a bullish implica- 
tion for the Government market since the opinion of certain money 
market followers is that it means easy tc easier money and credit 
conditions for the foreseeable future. 


Increase in Debt Limit Needed 
The deficit of the Government in the coming fiscal year will, 
according to advices from the nation’s capital, reach very sizable 
proportions, somewhere between $8 billion and $10 billion. This 
means the Government will not only have to increase the dept 
limit but also will Fave to keep money market conditions very 
much on the easy side. 


Form J. B. Winmill Co. 


J. B. Winmill & Co. will be 


Coffin & Burr Branch 


ALBANY, N. Y.—Coffin & Burr, 
Ine., have opened a branch office 
at 75 State Street under the man- 
agement of Walter H. Eisenhut. 
Mr. Eisenhut was formerly local 
manager for R. M. Horner & Co, 


Leavitt, Spooner Branch 


LONG BEACH, N. Y.—Leavitt, 
Spooner & Co. have opened a 
branch office at 84 East Park 
Avenue. Lewis Bornstein is resi- 
dent partner, and Aaron I. Canon 


Three With Sheffield 


(Special to Tue FINANCIAL CHRONICLE) 
NEW LONDON, Conn. — How- 
Junius M. 
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Continued from first page 


As We See It 


—probably in time replacing Britain as the world’s source 
of capital. 

Then came World War I, and in a very few short 
vears we found ourselves holding the obligations of foreign 
countries in amounts that almost staggered the imagina- 
tion. What is more, the obligations we held were in very 
substantial part not those of young and growing nations 
using capital to build up their productive power to reach 
a position where they could without undue hardship 
service their debts, but those of old countries which had 
for years depended in substantial part upon the returns 
from foreign holdings which they had in large part given 
up in order to save themselves from the onrushing Ger- 
man armies. We on our part had not reached that stage 
where, by and large, the more profitable opportunities lay 


abroad rather than at home, and where we needed the 


proceeds from foreign investments to meet the day-to-day 
needs of the population. 


Other Commitments 

Of course, these old inter-Allied debts, as they were 
called, simply were never paid and never will be. But 
there were other so-called investments made abroad dur- 
ing the "Twenties, some of them for economic develop- 
ment of foreign areas. They were, however, made often 
without anything resembling circumspection. Securities of 
4ll sorts of foreign governmental and industrial units 
could be easily sold in the decade following World War | 
to the public in this country—and were sold. There was 
no solid economic basis for many of these flotations and 
defaults soon were common. Often there was no economic 
basis for them even apart from exchange difficulties, and 
the problem of obtaining dollars for servicing such obliga- 
tions was at times all but insurmountable. 

Then came the Great Depression and the New Deal 
with its good neighbor policy—which sometimes seemed 
almost to ask that foreign debtors confiscate property be- 
longing to American investors. At any rate that was the 
net effect of much of the New Deal policy. But it had 
wider effects. It encouraged the belief abroad, particularly 
in Latin America, that investors in this country were one 
and all simply robbers, and that there was no moral obli- 
gations to honor any commitment made to them. It tended 
to stimulate a revolution throughout most of Latin Ameri- 
can in attitudes toward private property, and to lay a basis 
for dislike of any foreign investor who would collect 
money owed him. 


Then came World War II, Lend-lease and all the other 
maneuvers in the belief apparently that the dollar sign 
could be taken off international transactions in peace as 
well as war and thus provide a solution for the unnatura! 
economic relationship which had developed between this 
country and many others. International financial agencies 
were created in the belief that somehow machinery could 
be devised to do the impossible in international finance. 
Meanwhile, in a good many lands it had become out of 
style to work hard. There were some exceptions—West 
Germany for example—where people went to work and 
have brought themselves up out of the bog, but all too 
many still expect other nations and other peoples to come 
to their rescue and to save them from the necessity of 
rowing their own boat through rough water. 


Want Their Own Terms 


Meanwhile, so-called underdeveloped countries often 
want foreign capital, but they want it on their own terms 
—which often are definitely not of the sort to appeal to 
foreign investors. Some sort of revolution has swept the 
world, or at least the backward countries of the world. 
They are no longer the kind of people that Britain and 
the other exporters of capital in the 19th century had to 
deal with. They have been infected with all sorts of 
socialistic notions, have small respect for private capital 
‘and are politically unstable to a degree. Under the best of 
circumstances in other respects it would be difficult to 
deal with these countries on a confident business basis 


with the thought of building their economies up to modern 
standards. 


_But difficulties do not end here. We ourselves, not 
having reached the economic stage in which we should be 
normally a large creditor nation, are not willing to act 
as if we were a creditor nation. We do not need to import 
a great variety of basic consumption products in large 
amounts—or at least not in the degree that Britain must. 
Very nearly everything that is brought into this country 
from abroad competes with some important domestic 
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industry. Whatever may be said on the subject, and what- 
ever ought to be the case, we simply have not been able 
to bring ourselves to open our borders to foreign goods in 
the degree that is necessary to enable foreign peoples to 
service large additions to their indebtedness to. us. We 
are much more nearly self-sustaining than creditor nations 
of the past have been, and are not willing as yet to permit 
full development of international specialization and divi- 
sion of labor. 

The inability of foreigners to reach our markets. in the 
amounts they want is the more galling to many. of them 
by reason of the fact that the good neighbor policy of the 
New Deal often entailed special arrangements. under 
which foreign producers obtained more for their products 
than the market would otherwise bring, and such benefac- 
tions continued long enough to lead to the supposition in 


-munist, fled the country. 


some quarters that vested rights 


acquired. 


to them had been 


Our international situation would be difficult enough 
in any event, but we have by our own policy greatly 


aggravated it. 


Continued from page 15 


K! rushchev’s Challenge 


original military aid offers in 
1955. Despite repeated crack- 
downs on communist elements 
within the country since that time 
the U. S. S. R. concluded a major 
$175,000,000 economic aid program 
with Egypt in 1957. 

Communist influence in Syria 
has been reduced following its 
membership in the United Arab 
tepublic in February of this year 
—even to the point where Khalid 
Bakdash, the leading Arab com- 
3ut the 
U. S. S. R. is going ahead with 
its $170,000,000 economic aid pro- 
gram and continues to supply 
arms under agreements worth 
$100,000,000. The magnitude of 
this and other military programs 
raises the question as to who may 
be the eventual user of these 
arms. 

The list of examples can be ex- 
tended. Afghanistan is a mon- 
archy. Tne Imam of Yemen is an 
absolute ruler. Both are recipients 
of large Soviet aid programs. 

Soviet Bloc economic penetra- 
tion of Yemen provides a striking 
instance of the use of trade and 
aid as an investment in disorder. 

Yemen is strategically located 
at the entrance to the Red Sea 
from the Gulf of Aden. It com- 
mands one entrance to all Suez 
Canal traffic; the oil moving 
westward as well as goods moving 
from Europe to the East. 

Soviet overtures were appealing 
to the Imam because the Bloc was 
willing to supply him with arms, 
while the West would not. Arms 
in Yemini hands on the scale con- 
templated can only create more 
trouble in the Middle East. They 
will fan the Imam’s dispute with 
the British and with local Sultan- 
ates over the borders of the Aden 
Protectorate. 

The Soviets were quick to sense 
the opportunity to create disorder 
by giving aid to Yemen. They 
moved quickly. In less than two 
years, this small country of some 
four million of people has been 
granted $80 million in credits. Ad- 
ditional offers of over $20 million 
are currently outstanding. Arms 
valued at $30 million have been 
delivered. A Soviet and Czech 
military mission of some 65 ad- 
visors is currently in Yemen for 
training assistance. 

Even the Red Chinese have 
joined in with an offer of a loan 
of $15 million. If all proposed 
projects are carried out, the Com- 
munists will play a key role in 
Yemen’s economic as well as mili- 
tary development. 


U.S.S.R. Banking and Credit 


The Communists have no inter- 
est rate problems. They have no 
legislative restrictions. The 
U. S. S. R. has developed an at- 
tractive package credit deal— 
long-term loans, generally for 12 
years; 242% interest rates; repay- 


ment in surplus commodities, and 
room for bargaining On prices. 
They have devoted much effort to 
the native language training of 
the technicians they send with 
their aid to the newly developing 
nations. 

Though the Communists eschew 


capitalist types of business or- 
ganizations in their own country, 
they make liberal use of them 
abroad. 

One of the most important of 
these is the Bank of China. It is a 
primary source of funds to the 
12,600,000 Chinese in Southeast 


Asia. These loans, controlled from 
Peiping, often require appropriate 
gestures of support to the Com- 
munist regime in China. 

Branches of the bank through- 
out the East promote the export 
and sale of Chinese Communist 
goods in the area. They also col- 
lect a vast store of economic and 
political information, both openly 
and by clandestine means. 

In Paris, for its European busi- 
ness, the Soviet use a commercial 
bank called the Banque Commer- 
viale pour l'Europe du Nord. It 
often serves as agent for effecting 
sales of Soviet gold in London 
and on the Continent and is the 
means through which Soviet cred- 
its are transferred to the Sateilites. 
It also mainiains a widespread 
system of correspondent relation- 
ships with banking institutions 
throughout Europe and in this 
hemisphere and is one of the chief 
instruments for the financing oi 
Soviet trade with the West and 
for obtaining information on trade 
opportunities. 

In Latin America, there are a 
number of communist front or 
Bloc associated organizations ac- 
tively campaigning for closer 
commercial ties with the Bloc. In 
Brazil, one of these has been of- 
fering to import and sell Russian 
automobiles at ridiculously low 
prices. When this fell through, it 
offered to import a complete auto 
factory from the USSR. While 
neither offer may have been se- 
rious, they had considerable prop- 
aganda value. 


Appeal to Underdeveloped Areas 


On a world-wide basis, the 
Soviet Union presents itself as 
eager to do business on terms 
attractive to the customer. 

Moscow’s foreign aid program 
has particular appeal in the un- 
developed countries because Rus- 
sia until so recently was an un- 
developed country itself. For some 
reason the recently liberated coun- 
tries seem to feel that the Kremlin 
has found a new and magic for- 
mula for quick industrialization 
which is the hallmark of becom- 
ing a modern state to many of 
these countries. They recognize 
American economic and industrial 
leadership in the world but they 
feel that the democratic process of 
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economic development may be too 
slow. 

Soviet propaganda charges that 
it took the West 150 years to 
achieve industrially what the 
Soviets have built in a generation. 
In the newly developing countries, 
the drive for economic betterment 
has become a crusade, not always 
based on reason. 


Also these countries feel that 
we in the United States are’ far 
ahead of them and that while they 
may aspire eventually to an econ- 
omy something like that of the 
Soviet Union, they cannot, in the 
foreseeable future, hope to reach 
the high standards of living of 
this country. 


No Disclosure Made 


Factors such as these give a 
particular appeal to overtures 
from the Soviet Union. They are 
not able to see the invisible strings 
which are tied in with Soviet 
offers nor do they understand the 
subtle implications of Soviet sub- 
versive penetration which is a 
part of every economic package. 

Each time that I prepare a sum- 
mary of any phase oft Seviet 
activities, whether it be in their 
domestic industrial development, 
their foreign economic exploita- 
tion activities, or their military 
defense preparations, [ am im- 
pressed by the efforts which the 
Soviet make to keep secret the 
details of their operations. 

If their motives in the military, 
industrial and economic fields, 
are, as they claim, peaceful and 
defensive, why should this be the 
case? Why are we not entitled, 
before we accept their protesta- 
tions regarding peaceful coexist- 
ence, to ask that there should be 
a franker disclosure of their ac- 
tivities—something comparable to 
the disclosure made by the free 
countries of the world? 

For example, before their recent 
offer of a suspension of nuclear 
testing, they themselves had just 
completed a series of nuclear tests, 
concentrating a great number of 
tests in a short period of time. 
For example, three tests occurred 
within a single two-day period in 
an unprecedented burst of activ- 
ity. This was done behind a cover 
of secrecy except for announce- 
ments that our Government ftself 
made of the Soviet tests. But, by 
and large, their activities in nu- 
clear testing remain quite un- 
known particularly in those coun- 
tries which are being filled with 
Soviet propaganda against testing. 

The nature of their military aid 
programs such as I have described 
above have, by and large, been 
kept as secret as the Soviet could 
manage. An even tighter veil of 
secrecy is kept around almost all 
phases of their military establish- 
ment. 

The details of our own aid pro- 
grams as well as of defense ex- 
penditures and military produc- 
tion, with few exceptions, are 
available to the world through our 
newspapers. In contrast, the 
Soviets release only the annual 
ruble total of what they call de- 
fense spending. 


It is our best estimate that the 
announced Soviet defense budget 
as published to the world actually 
covers little more than half of the 
rubles they are now putting into 
military activities. 

As long as this secrecy remains 
a cardinal tenet of Soviet practice, 
it is extremely difficult to accept 
Soviet protestations of a desire 
for peaceful relations as express- 
ing their real intentions. 

It is true, and it is an encour- 
aging sign, that exchanges of 
visits are being arranged, particu- 
larly in the cultural, technical and 
academic fields. This may well 
help to a better mutual under- 
standing but that understanding 
will be very incomplete until it 
is broadened to a point where the 
barriers of secrecy are removed. 
It is this very secrecy which 








Volume 187 


makes meaningful agreements so 
difficult to reach. 


Challenge Their Challenge 


One answer to Khrushchev’s 
challenge to us should be a re- 
- newed challenge to them, as in 
the President’s open sky proposal, 
te put an end to secrecy which 
breeds suspicion and doubt. 


Undoubtedly one of the reasons 
fer secreey is to hide from the 
world some of the problems which 
the Soviet Union faces. 


In the analysis I have given 
above, I have stressed their very 
real achievements, their growing 
power, and their rapid. rate. of 
progress. These factors we must. 
not underestimate. However, the 
realization of many of the goals 
they have set depends on resolv- 
ing some very real obstacles to 
success. 


For example. Khrushehev. has 
repeatedly promised -his .people 
startling improvements in : the 
quality of their diet. The realiza- 
tion of these dreams..rests. on a 
precarious agricultural: base, 
whose crops over large areas, as. 
we saw in 1957, are vulnerable to. 
serious drought. Further, Khrush- 
chev has brought. the anti-geneti- 
cist Lysenko back. into favor,.a 
theorist whose plant and animal 
breeding ideas are regarded as 
nonsense by all competent: West- 
ern scientists. ; 

They are now engaged in:a 
massive reorganization of the con-., 
trol of their industry and this 
move toward decentralization has 
built-in, long-run dangers for any 
dictatorship such.as that of.the 
Kremlin today. 

The myth-of collective leader- 
ship has been abandoned and there 
are signs today of a reversal to a 
harsher line with consequences of 
a far-reaching nature. Khrush- 
ehev, despite his gregarious char- 
acteristics, as he assumes new 
positions of power and eliminates 
his rivals, becomes more and 
more an isolated and lonely figure. 

As they enter into the field of 
international trade on a major 
scale, they lack a _ convertible 
currency. They must rely on the 
device of settling international 
balances in sterling or dollars. In 
essence, most of their trade must 
reniain on something approaching 
a barter basis. The ruble is not an 
international currency and within 
wide ranges its value is a matter 
of speculation, varying from the 
official rate of around 20c to a 
purchasing value of around 10c, to 
a quoted value for ruble notes in 
the Swiss market of oniy a few 
cents. But, of course, this latter 
rate is due to the fact that ruble 
currency can neither be legally 
imported into ~or exported from 
the Soviet Union. 


U.S.S.R.’s Most Acute Problem 


Possibly today the most acute 
problem facing Khrushchev is that 
of meeting the growing demands 
of the Russian consumer for a 
greater share in the over-all pro- 
duction of the Soviet Union. With 
a gross national product of around 
40% of our own, they put into 
the military sector a national ef- 
fort roughly comparable to our 
own, leaving only a modest share 
for consumer goods. 

If the Kremlin responds to pop- 
ular pressures, they will be forced 
to give more and more to the 
consumer. This trend has already 
started. The Russians have some- 
what improved living standards 
and the national output of such 
consumer goocs as TV sets and 
washing machines has been 
stepped up. Some former arma- 
ment plants are now producing 
civilian goods. 

All this may help to develop a 
society where people will have 
more opportunity to satisfy the 
individual yearning for a fuller 
life. Economic betterment, added 
to the massive ecucational system 
they have already installed, may 
help to build up generations of 
people more and more inclined 
to question the basic tenets of a 











totalitarian philosophy and less 
willing to tolerate the autocratic 
forms. of government under which 
they are living. 

Under Khrushchev there has 
been, undoubtedly, some relaxa- 
tions .of the old Stalinist police 
system, but every two steps in 
advance seem to be followed by 
one step backward as they wrestle 
with the problem of reconciling 
a measure of freedom with the 
stern line of communist doctrine 
and discipline. 


We Cannot Be Complacent 

The fact that the leadership of 
the USSR faces these very real 
problems is, however, no excuse 
whatever. for complacency on our 
part. During and since the war, 
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their leadership has faced even 
more serious problems and has 
surmounted them. The economy 
of the Soviet Union has momen- 
tum and versatility and, while I 
predict that their people will un- 
doubtedly press for an improve- 
ment of their lot, some real con- 
cessions can be made to them 
without fundamentally altering 
the general tempo of their present 
inuustrial and military programs. 

Certainly here we have the most 
serious challenge this country has 
ever faced in time of peace. As 
this challenge is very largely 
based on the economic and indus- 
trial growth of the Soviet Union, 
it is one which concerns very di- 
rectly the business leaders in our 
country. 
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one outstanding scientific accom- 
plishment—the discovery of 
atomic energy—could be dedicated 
to mankind’s benefit instead of to 
its. destruction. 

The significance of the event in 
Vienna from which we and-the 
rest-of the world were distracted 
by. watching overhead the maiden 
voyages of Sputnik was that — in 
spite of the :intense rivalries of 


.East and West in all other fields 


-— here at, the First General Con- 
ference .of the International 
Atomic Energy Agency, nations 
from beth sides of the Iron Cur- 
tain. were taking the first steps 
toward breaking down the bar- 
riers. of: atomic -misunderstanding 
and the first steps toward estab- 
lishing a system of safeguards 
which, hopefully, will someday 
extend to the military field. At 
our headquarters in Vienna, we 
were preparing a showcase in 
which the technical prowess, po- 
litical genius, and moral deter- 
mination of the Great Powers are 
to be put on display, in side-by- 
side comparison, for the rest of 
the world to judge. Here we were 
building a device for converting 
the tensions causing unrest in so 
many-parts of the world into con- 
structive pressures — pressures 
Which, I devoutly hope, we can 
amplify to forces great enough to 
overcome the inertia and counter- 
forces that handicap other devices 
for international negotiation. 

We were demonstrating what 
President Eisenhower said in his 
recent letter to Ex-Premier Bul- 
ganin. “Perhaps the impasse to 
which we seem to have come can 
be broken by less formal and less 
publicized contacts...” 

Why, it has been frequently 
asked, is it necessary to have an 
international Atomic Energy or- 
ganization of such dimensions? 

Soon after the military wraps 
were removed from our wartime 
discovery of atomic fission, the 
United States and other free 
countries immediately recognized 
that its peaceful benefits could be 
fully exploited only if nations 
were confident that widespread 
possession of such _ potentially 
destructive substances was care- 
fully controlled. We immediately 
proposed to the world that all 
ownership and contro] of fission- 
able materials be vested in an 
international organization. We 
offered to ban all production and 
possession of nuclear weapons. 
This unparalleled offer — made 
at a time when we alone possessed 
the atom bomb — was acclaimed 
and accepted by all countries... 
except the USSR and its con- 
quered territories. The Soviet 
answer came in 1949 — when our 
monopoly was vaporized in the 
mushroom cloud from a Soviet 
bomb. A nuclear arms race there- 
upon became inevitable. 


The world, however, could not 
be satisfied with an alternative 
so dismal and devoid of hope. In 
1953 President Eisenhower started 
his own imaginative search for a 
solution to wall off the tide of 


Atomic Policy in the Space Age 


disaster which threatened man- 
kind. He saw that the only feas- 
ible device was an international 
control agency. While he also 
vowed to devote himself to 
unceasing pursuit of satisfactory 
disarmament, his statesman’s 
vision was of a system by which 
the world would gain the benefits 
of atomic power and by which 
nuclear stockpiles would be given 
over to safeguard international 
custody and beneficial uses as 
disarmament progressed. In the 
IAEA, an organization with a 
mandate adequate for these pur- 
poses is now a reality. 

A few remarks about this or- 
ganization of the Agency there- 
fore seem in order, and I would 
like, if I may, to cast these re- 
marks in the workaday language 
of industry. Let us think of the 
International Atomic Energy 
Agency as a business, a new ven- 
ture in which we and 63 other 
nations have invested in the firm 
expectation that we will earn a 
good return. 


Principal Businesses 


Our business has two main 
product lines: one is civilian 
atomic power, the other is radio- 
isotopes and radiation sources. 
And, as is the case with many 
other enterprises, we have several 
subsidiary but related lines of 
goods and services to meet the 
needs of our customers. These 
main and subsidiary product lines 
are the result of careful market 
analysis. Before we opened for 
business we spent a year gather- 
ing facts about what the market 
needs and studying how they 
could best be met. 


Some of the reasons why civil- 
ian atomic power is one of our 
main product lines are so obvious 
that I need not describe them in 
detail. For example, atomic power 
holds promise of becoming prof- 
itable because it alone can make 
available an extensive new source 
of energy to fuel-short, energy- 
hungry nations. Less obvious but 
equally significant is the consid- 
eration that, if fissionable mate- 
rials in substantial amounts are 
diverted to the production of 
civilian atomic power under an 
arms control agreement, the world 
can create a device — backed up 
by a real profit motive — which 
will siphon off nuclear materials 
from weapons stockpiles. This 
will not only lessen military po- 
tentials throughout the world, but 
it will convert one of its extreme- 
ly costly components — fission- 
able materials — from a sterile 
status into one of financial gain 
and economic benefit. 


There is another important ad- 
junct to our activity which _ is 
vital to both product lines. We 
must secure the adoption of uni- 
form international rules for 
health and safety, in order to re- 
move this controversial subject 
from the arena of national polit- 
ical bias and propaganda. When 
mankind intrudes on nature’s 
balance of matter, dangerous 


sources of radiation result, the 
malignancy of which cannot be 
extinguished or shortened. We 
must move into the Atomic Age 
with caution, lest we open a Pan- 
dora’s box to plague our children. 
In this field also international 
regulation, such as will be pro- 
vided by the Agency, can be the 
only answer. 

As in any other new venture, to 
start our business we need money, 
people, plant facilities and raw 
materials. We have to bring all 
these elements together into an 
efficient organization. Let us look 
briefly at the elements of our 
organization. 

Our charter is the product of 
unanimous agreement between 82 
nations which belong to the 
United Nations or its specialized 
agencies. At present, it has been 
ratified by the governments of 
64 nations. We are an independent 
world agency, autonomous, and 
associated with but not a subsidi- 
ary of the United Nations. 

We are not a political assembly. 
We are not a trade association. 
We are a technical operation 
which may eventually pay its own 
way. Depending on the particular 
circumstance, we may function as 
manufacturer, wholesaler, distrib- 
utor, broker, as purveyor of scien- 
tific, technical, engineering, au- 
diting, or financial services, or as 
a research complex. 

The Agency will sponsor re- 
search throughout the world, it 
will assist in reactor construction, 
and it will handle isotopes and 
reactor fuels. Undoubtedly at a 
later period it will have its own 
processing and storage plant. In- 
ternational regulation of waste 
disposal and establishment of ra- 
diological standards are Agency 
business. The Agency will con- 
duct an extensive training pro- 
gram—aimed particularly at de- 
veloping a body of specialists in 
the less advanced countries able 
to carry on their national pro- 
grams. To meet the compelling 
need for trained man-power to 
carry forward the urgent task of 
exploiting this new source of en- 
ergy, the Agency may well be 
called upon to assist in the estab- 
lishment of training centers in 
various parts of the world. 

In projecting its endeavors, the 
Agency will not seek to monopo- 
lize or to disrupt existing pro- 
grams—either private or national. 
Rather it will strive for com- 
petence and leadership in areas 
where pooling of information 
would mean more rapid advance- 
ment, or where joint efforts would 
make problems more susceptible 
to solution, Controlled thermonu- 
clear research might offer an out- 
standing example of a new field 
where the leading nations could 
join in their attack on a scientific 
problem of great promise. Com- 
bining existing knowledge and 
jointly conducting further re- 
search under Agency auspices 
might prove to be a great political 
achievement as well as a scien- 
tific stride forward. 

The IAEA will require help in 
getting started. Many countries 
have already offered paid-up 
scholarships, nuclear materials, 
and some have even offered lab- 
oratories. For our part, we have 
offered to the Agency a million 
dollars in fellowships, and hope 
to add a research reactor, and an 
isotopes laboratory. Essential con- 
tributions such as these are not 
an impulsive “give-away” — but 
instead represent a planned and 
balanced priority of help now 
needed to ensure success of the 
Agency. 

The operations of the new 
Agency are managed by a Direc- 
tor General—our distinguished 
fellow - American, Sterling Cole. 
Under him are four functional 
Deputy Directors General and an 
Inspector General, and under 
them are some 20 Division Direc- 
tors. Most of these men have now 
been appointed; they, in turn, are 
recruiting their initial staff of 370, 
which will include 75 scientists, 
engineers and specially trained 
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technicians. To help bridge the 
gap while the staff is being organ- 
ized, the United States has made 
available to the Agency the serv- 
ices of 30 to 40 scientists and en- 
gineers to serve when needed as 
individual consultants, or as mem~= 
bers of field survey teams, te help 
members states to prepare their 
initial programs in the fields of 
atomic power, medicine, agricul- 
ture, training and education, We 
hope and expect that other na- 
tions will follow this lead 

As in the corporate structures 
most of us know, the- chief ex- 
ecutive of the Agency is responsi- 
ble to a board on which the five 
nations most advanced-in atomic 
technology have permanent repre= 
sentation. The other 18 board 
members are drawn from specified 
geographical areas and from 
among the nations able to offer 
raw materials or technical assist- 
ance. The Chairman of our Board 
of Governors, for the first one- 
year period, is Ambassador Pavel 
Winkler of Czechoslovakia. The 
Chairman’s duties are parliamen- 
tary, and not those of chief ex- 
ecutive or policy maker: 

In the 42 board meetings in 
which I have taken part, F have 
been convinced not only that each 
Governor brings to the conference 
table the expected attributes of 
@ national spokesman, but that 
many of them bring outstanding 
individual qualities. Five are 
chairmen of Atomic Energy Com- 
missions, two more are AEC mem-= 
bers, and twelve are ambassadors. 
And I have been pleasantly sur- 
prised at the freedom of judg- 
ment, position and accommodation 
which has been delegated to them, 
not only in technical but often 
also in political matters. It has 
been particularly encouraging to 
me to find a high order of per- 
sonal goodwill, and often a will- 
ingness to make a majority of 
decisions unanimous. 

Because I do not have to ex- 
clude Soviet bloc representatives 
from this observation, I am re- 
minded of another passage in 
President Eisenhower’s letter te 
Ex-Premier Bulganin: “Most of 
the Soviet citizens whe exert an 
influence are strangers to this 
country with I fear, totally false 
conceptions. These misconceptions 
I should like to see corrected in 
the interests of better relations.” 
The United States and Soviet 
delegations in Vienna are helping 
to do just that. 


I should note that only 9 out of 
63 Agency members, 3 out of 23 
governors, and 4 out of 26 senior 
Agency officials are from Iron 
Curtain countries. Certainly, our 
balance of geographical represen- 
tation will make ideological sub<- 
version most difficult. If past per- 
formance is any indication, I be- 
lieve the board members and 
Agency officers now working to- 
gether will surprise us by their 
progress. And our high enthusi- 
asm cannot help but bring about 
an understanding which will make 
itself strongly felt in negotiations 
among our member nations in 
other fields. 

Of our first year operating 
budget of $4 million, the United 
States contributes 33%, the British 
Commonwealth 17%, Western 
Europe 18% and the Soviet bloe 
19%. While for the next several 
years it seems quite clear that 
contributions from member na- 
tions for operating expenses will 
be required, the Statute affords 
the possibility that eventually 
through the sale of products and 
services we will have enough in- 
come to pay our way. 

The Agency Statute specifically 
charges us with a responsibility 
for assisting the less-advanced 
countries. New and underdevel- 
oped nations are acutely conscious 
of the potential benefits of atomic 
energy. They are resolved that 
they shall not be passed over by 
the atomic age as they feel they 
were by the industrial revolution. 
Regardless of the poverty of their 
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means, they aspire to earn their 
share and not be petitioners fot 
an atomic dole. Anxiety that nu- 
clear energy was destined to be- 
come just one more big power 
advantage explains why the 
President's creative proposal ot 
four vears ago uncovered such 
abundant response. We hope to 
give these countries the benefit of 
our long end costly experience in 


nuclear development. A_ pooling 
effort such as the Agency pro- 
vides will mean for these coun- 
diics a great saving in time, 
resources and money. 

The raw material essential to 
ow business is nuclear fuel for 
firing civilian atomic power 


plats built abroad. We will not 
have carried out one of the main 
charges laid upon the Agency by 


the 82 founding nations unless 
and until we have made civilians 


momic power an important cone 
tributor to the energy needs of 
a world at peace. So, if all foes 
wel', by far the largest part of 
our business will be cvertualls 
devoted to dealing in one way or 
another with enriched and natural 
uianium, with thorium and pluto- 
nium. 

The United States has made 
available to the Agency 5,000 kilo- 
grams ot uranium 235 and has 
undertaken to match similar con- 
taibutions by other members, 
hus. with sufficient enriched 
fue! on hand to take care of the 
needs of at least one large size 
plant during its useful life, a situ- 


ution exists where the establish- 
ment of a large’ international 
supply of enriched fuel can be 


triggered off. We wait with heea 
inierest to see whether the Sovict 
Union meets this clear-cut chai- 
lene or, indeed, whether it can 
mect the challenge. 

Unlimited supplies 
uranium have’ been 
Canada. 

Principal Purpose 

So, when viewed in perspective, 
the International Atomic Energy 
Agency already takes on truly 
pre;t significance. Here for the 
firs! time. by international agree- 
ment, we have at hand the means 
for (urnishing dependable supplies 
of nuclear fuels and reactor mate- 
rials to fill the world’s otherwise 
inevitable energy deficit. Certain- 
Jy there is no comparable inter- 
national organization which can 
assume long-term obligations for 
supply of conventional fuels—that 
is, of oil and coal stable in 
quantity and stable in price. 

In this connection, it is worth 
repeating a point I made at the 
Second Nuclear Conference last 
year: Had the fuel-short, energy- 
hungry industrialized regions of 
the world possessed adequate 
Civilian atomic power plants, the 


of natural 
offered by 


Suez and Middle Eastern crises 
might never have occurred. While 
hastily mustered fleets could 
shuttle fuel from the western to 
the eastern hemisphere’ should 


Middle East oil again be shut of| 
and thus avert complete economi« 


chaos, the Free World may be 
pressing its luck too far if it 
relies on always being able to 


jump out of one emergency with- 
out landing in a worse one. 

So much then for the basic 
elements of the new business the 
82 founding nations have started 
in Vienna. What are our prospects, 
earth satellites having appeared 
in the sky while we were opening 
our doors’? Is our future brighter 
or dimmer? 


Electric Power Priority 
To my mind, there is no ques- 


tion that the beginning of the 
conquest of space has made the 
prospects of the International 


Atomic Energy Agency brighter — 


provided that we set the right 
priorities on early programs of 
the Agency. Much of our initial 


work must of course be occupied, 
as I said earlier, with applying 
isotopes and radiation sources to 
problems of underdeveloped re- 


gions in agriculture and medicine. 


3ut our initial work must give 
the highest possible priority to 
hastening the application § of 


atomic energy to world needs for 
clectric power. 

As I see it, this means that we 
must stress the early construction 
civilian atomic power plant: 
abroad. The Agency can provide 
ucdvice, guidance and consultative 
ervice for power plant projects: 
we can deal in nuclear fuels. But 
this can also be done through var- 
ious regional or bilateral arrange- 


Gi 


ments. In one regard, however, 
the International Atomic Energy 


Agency is unique and cannot be 
duplicated: it alone in all the 
world is concerned with and holds 
out the hope for the development 
of a comprehensive international 
-afeguards system. The advent ot 
the space age can only magnify 
the need and increase the demand 


for this unique product of ou 
iwency. 
That the term “Atomic Age” is 


no longer fully descriptive of our 
period in history clear. But 
neither is the term “Space Age”. 
On the peaceful side, atomic pro- 
pulsion can give rockets’ the 
range they wili need to traverse 
the solar system or farther space. 
On the military side, it is not fear 
that intercontinental missiles will 
carry dynamite in their warheads 
which disquiets our families or 
complicates our defense planning: 


1s 


it is fear that they will carry 
nuclear charges. So safeguarded 
atomic disarmament is more im- 


portant today than before Sput- 
nik and Explorer, Its importance 
will continue to grow as man’s 
capability to move nuclear de- 
struction from the launching pad 
'g target continues to increase. 

While the temporary leadership 
achieved by the Soviet Union in 
the missile race must not be mini- 
mized, it did not lessen the world’s 
confidence in the possession by 
the United States of a sufficiently 
large nuclear capability to deter 
uveression. Therefore, the fear of 
eventual Communist world dom- 
ination did not cause any weak- 
ening of free world = tinilitary 
ulliances or defection of uncom- 
niitted nations to the Communist 
side, 


Urges U. S. A. Leadership 

In this environment the goal of 
ithe Unitel States must be to main- 
tain and continuously make vis- 
ible world technological leader- 
ship. If we are the first to make 
civilian atomic power cheap, safe, 
and simple, we will have won an 
important advantage in this strug- 


gle. But, if another nation does 
so first, the defeat will be more 
than important—for it couil be 
taken, by extension, as evidence 


that we are no longer first in the 
military atomic field. This is true 
because atomic military develop- 
ments are necessarily shrouded in 
secrecy. There can, however, be 
first-hand observation of atomic 
supremacy in the peaceful uses ol 
atomic energy. The degree of 
leadership displayed in civilian 
atomic energy may be projected 
by many into estimates of military 
nuclear strength. 

Because of the way world opin- 
ion works, it seems to me neces- 
sary for the United States to 
establish and hold world leader- 
Ship in civilian atomic power as 
a cornerstone to technological 
leadership, because we want to 
do all we can to insure that our 
military atomic capability remains 
a deterrent to aggression. It is es- 
sential that the world be kept 
aware of this leadership. In this 


endeavor, there can be no better 
evidence 


of leadership than re- 


actors of American design or 
fired with American fuels feeding 
electricity into light globes and 
electric motors throughout the 
world. Over the long run, news 


stories of new reactors built 
abroad will do more than news 
stories from weapons proving 


grounds. 


Cooperation of Friends and Allies 


And the task of demonstrating 
leadership in nuclear power de- 
velopment is one which our 
friends and allies in the free 
world must help to bear. For our 
part, we can provide people, 
know-how and materials for re- 
search and development = and 
testing: we have built and can 
continue to build demonstration 
plants here in the United Stares. 
ror the'r part, our friends and 
allies must, by building additional 
demonstration plants, nelp gather 
the body of broad operating ex- 
perience which can only come 
from actually running on-the-line 
atomic power stations. Our frieads 
cannot, and I am sure they will 
not, sit back and play no part in 
this competition. The stakes are 
as high for them as they are for 


us. Nor can tiney play their part 
by merely establishing goais for 
utomie power development, but 


never breaking ground tor actual 
plants, 

Taking all these 
consiaeration except for the 
ereater urgencies since imparted 
by the conquest of space — the 
Panel on the Impact of the Peace- 
ful Uses of Atomic Energy two 
years ago recommended to. the 
Joint Congressional Committee on 
Atomic Energy a one million kilo- 
watt atomic power demonstration 
program abroad. Specifically, the 
Panel said: 


factors into 


Quotes Congressional Panel 

“The speed with which the 
United States and other nations 
of the free world act to bring the 
constructive benefits of atom ic 
energy to all peoples will tiflu- 
Ce the achievement 
joe ave, 

The bright promise of radio- 
uctive materials and radioisotopes 
provides even non-industrialized 
countries with opportunities for 
improvements in health and ari- 


“ 
ling 


Oi as 


culture. The United States has a 
great challenge to assert its 


leadership, as it has in the past. 
in the lessening of poverty aid 
distress among all peoples.’ 

And then the Panel went on to 
say: 

“The urgency which exists for 
foreign atomic power has doines- 
fic benefits as well. The growth 
of an atomic power program (tii 
the United States) will probabl, 
not become significant before 
1965. A gap may occur for the 
power equipment manufacturing 
industry between present domes- 
tic interest in atomic power re- 
actors and actual sales in substan- 


lial volume. If the equipment 
manufacturers, operating in our 
free-enterprise tradition, are to 


be expected to carry forward re- 
search and development directed 
toward making atomic power 
competitive in the United States, 
the foreign market for power re- 
actors with its high near-term 
growth potential may offer a solu- 


tion to bridging this gap. The 
potential demand may represent 


«a $30 billion market ... We spe- 
cifically note, however, that spe- 
cial subsidies from the Commis- 
sion, such as free plant construc- 
tion, free fel or higher prices for 
by-product plutonium and uran- 


ium 233 than paid domestically, 
should not be used in connection 
with a foreign power reactor 


program. Financing of all foreign 
installations, atomic and conven- 
tional — to the extent to which 
the Federal Government becomes 
involved — must be kept within 
normal channels for the extension 
of financial assistance abroad. 
Any other course will complicate 
to the point of unworkability 
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what should be a straightforward 
comprehensive policy covering 
international economic activities 
of the United States.” 
The Panel made 
recommendations: 


(1) That the United States en- 


these four 


courage other nations to deter- 
mine for themselves the rate at 


which they wish to apply atontic 
power to their own economies. 

(2) That the United States ve 
prepared to furnish nuclear fuels, 
provide necessary technological 
assistance and permit contracts 
with American manufacturers ior 
the installation of at least 1 mil- 
lion kilowatts of atomic generat- 
ing capactiy outside the United 
states, we hoped by 1960. 

(3) That financial assistance, 
when required and where justi- 
lied, be through normal gover- 
mental and private channels, and 

(4) That atomic power plants 
constructed under these programs 
be subject to appropriate inspec- 
tion, the plutonium by-product 
being earmarked for further ex- 
pansion of peaceful uses. 

In June 1956 I attempted to de- 
line American industry’s role in 
such an international atomic 
power demonstration prog’am at a 
meeting of the Atomic Industrial 
Forum in Denver, saying: 

“No mere recapitulation of pro- 
grams intended, approved or 
sought is real evidence as to 
whether our efforts are lagging. 
There must be concrete action— 
:eactors must be sold, materials 
fabricated, ground broken, walls 
raised. ... There must be contin 
uing reexamination of all promis 
ing reactor concepts—studies in 
the light of which each type and 
size is most likely to be economii- 
cally competitive. 


“Even doubling the present 
domestic demonstration program 


would not provide real impetus- 
it would only double the subsidy. 
Yet, because of high power costs 
abroad, the growth of atomic geu 
erating capacity there can begin 
immediately, perhaps reaching 100 
inillion kilowatts by 1980. 

“American industry can support 
an expanded atomic power dem- 
onstration program. We can 
build reactors abroad, now, which 
will be dependable and safe 
Our uranium miners and proces- 
sors, our atomic equipment manu- 
facturers may feel hard times, if 
left to exploit only the slow- 
growing domestic market. An in- 
ternational atomic power demon- 
stration program can be an im- 
portant instrument in internation- 
al relations and need not be a 
‘give-away. It can help relieve 
hardships otherwise inevitable in 
the domestic atomic industry. It 
can bring about these legislative 
and policy changes by government 
which will free American indus- 
try to develop the maximum 
atomic market potential abroad 
far above the modest initial one 
million kilowatt goal.” 


International Collaboration 


The reactor construction pro- 
grams which are now shaping up 
in Western Europe, Great Britain 
and Japan give promise that the 
ice pack in which atomic power 


has long been frozen is finally 
breaking, and that international 


collaboration will give great im- 
petus to these and other programs 
for civilian atomic power, leading 
to actual on-the-line operation of 
more civilian reactors at an earlier 


date than was thought possible 
even a few months ago. 
The European Atomic Energy 


Community on Feb. 28 issued a 
communique in which the Eura- 
tom Commission indicated its in- 
terest in initiating a one million 
kilowatt full scale prototype re- 


actor program. A United States- 
Euratom working group met 
in Luxembourg on March 20 to 


explore the possibility of develup- 
ing a joint United States-Euratom 
program to achieve this objective. 
As stated in the communique, such 
a program would provide “a fruit- 
ful two-way exchange of experi- 
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ence and technical development; 
opening a new area for beneficial 
action on both the governmental 
and industrial level: and rein- 
forcing solidarity within -Europe 
and across the Atlantic.” 

An extensive market is begin- 
ning to take definite form and 
American industry’s stake in it is 
real. Because the International 
Atomic Energy Agency will be an 
international focal point for all 
these projects, through its safe- 
guards program and other forms 
of support and assistance, the 
Agency cannot help be a focal 
point in the American atomic en- 
ergy industry. In one or another 
of the Agency's activities through- 
out the world, long suffering 
atomic industrialists will see new 
markets and new help to their 
salesmen. 

But the sales implied by the 
zrowth of civilian atomic power 
programs throughout the world is 


only part of the benefits the 
United States can expect. Inter- 
national collaboration in the 


peaceful uses of atomic energy 
invariably and inevitably is ac- 
complished by a further release 
from the restraints of atomic se- 
crecy. Perhaps the most note- 
worthy example occurred in con- 
nection with the first Geneva 
Conference in 1955. I feel confi- 
dent that the second Geneva Con- 
ference will be the occasion for 
further presentation of new data. 
And there can be no doubt that 
the effect of our joint activities 
in Vienna, as need is demon- 
irated and confidence gained, will 
he the gradual but positive broad- 
ening of existing atomic knowl- 
edge and a generation of new 
knowledge. 


Improves Sales Talk 

The consequences of such action 
will be far reaching. Nations and 
business groups everywhere will 
be better able to decide for them- 
selves the kind of atomic projects 
they should undertake. Indus- 
trialists will be able to talk to 
your potential customers in more 
tangible detail and demonstrate 
the soundness of your cost esti- 
mates by actually producing the 
relevant underlying data. 

This action will provide a new 
basis for international scientific 
collaboration. It will assure a 
rapid pace in the accumulation of 
basic knowledge and expand our 


ability to make specific product 
applications. 
For example, up to now our 


American atomic experience, par- 
ticularly in civilian power, hus 
been somewhat limited -—- even 
though, in relation to the rest of 
the world, we have unquestion- 
ably carried out a far broader 
program. As I said a moment ago, 
what we need most of all in our 
search for low-cost reactors is a 
large body of actual operating 
data on plants designed for civil- 
ian purposes. We all know the 
difficulties involved in dealing 
with systems as expensive, com- 
plex and potentially dangerous as 
reactors. Every atomic decision, 
by business or government, has 
many ramifications. How will the 
research and development be fi- 
nanced? What about fuel costs 
and buy-back prices? Who should 
have first crack at being per- 
mitted to sponsor specific proj- 
ects? Should public power enter- 


prises be given priority, or 
should they bid competitively 
against private utility systems? 
What impact will government 


subsidy of an atomic power dem- 
onstration program have on our 
coal producers? Where should the 
first reactors be located? What 
are the potential hazards to peo- 
ple who live near these reactors 
and how should these risks be 
insured? 

There can be no automatic an- 
swers to these questions. We need 
look no farther than the agenda 
of meetings devoted to this sub- 
ject to see that the questions on 
atomic power cover the very 
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same ground of last year and the 
year before. 

In our United States program 
each atomic power demonstration 
plant is a special case, character- 
ized by its own special problems 
and special design. A few prece- 
dents are being established in 
limited areas, but the large sums 
of money involved make it im- 
perative that, until our experience 
is broader, these precedents be 
used only as guide posts. But not 
all the questions I just mentioned 
apply in making dectsions about 
atomic power programs abroad. 
Yet reactor operating data devei- 
oped abroad would make a 
marked contribution to the body 
of technical knowledge and fund 
of operating experience required 
tq hasten low cost atomic power 
here in the United States. 

An international atumic power 
demonstration program, however, 
carries with it further important 
values: 

Inspection Controls 

International development of 
nuclear power, under the Amer- 
ican and now the Agency concept 
must be accompanied by a means 
of ensuring against diversion to 
military purposes. This requires 
a sound and certain inspection 
system. Our proposals to this 
effect during negotiation of the 
Statute were fiist received. with 
misunderstanding and apprehen- 
sion by many governmcacs. Yet in 
the end it was unanimously 
acknowledged that such controls 
were indispensable to an atmos- 
phere of mutual confidence in 
which the peaceful uses of atomic 
energy could flourish. 

These nations were willing to 
pay the price — even if it in- 
cluded outside audit. What was 
achieved was indeed a _ political 
breakthrough. For the first time, 
East and West agreed that an in- 
ternational body should have an 
inspection system as an integral 
part of enforcing international 
agreements. Foreseeing the 
growth of civilian atomic power 
throughout the world, our Statute 
provides that the Agency inspec- 
tors “shall have access at all 
times and to all places and data 
and to any person who by reason 
of his occupation deals with ma- 
terials, equipment or facilities 
which are required by this Statute 
to be safeguarded, as necessary to 
account for source and special 
fissionable materials, supplies and 
fissionable products and to deici- 
mine whether there is complia:we 
with the undertaking against use 
in furtherance of any military 
purposes.” 

Already have these somewhat 
technical phrases been spelled out 
in black and white in this world’s 
great languages. Their deep mean- 
ing requires no _ interpretation. 
But let me now paraphrase them 
in the basic language of hope, so 
that men in the street do not find 
themselves overwhelmed the 
seare headlines of the Space Aze. 
We now have the prospect that 
men and women everywhere can 
waich the building of supplies of 
nuclear fuels in the hands of their 
neighbors or even of their poten- 
tial enemies without fear that 
they will be used as weapons 
against them. 

For this interpretation of our 
Statute into the language of hope 
to achieve its full meaning, the 
International Atomic Energy 
Agency must now get on with the 
task of designing specific proce- 
dures which will be workable ai 
compatible with technical and 
economic considerations, The cri- 
teria employed in the system so 
designed must have worldwide 
application. Compatible standards 
must be applied not in 
Agency projects, but 
atomic plants brought into being 
under or bilateral ; 
rangements. This step is a matter 
of the highest priority. 

In conclusion, may I say this: 


ny 


only 
also in 


regional 


Conclusion 


If one matches all of the direct 
benefits which will accrue to the 
United States against the contri- 
butions we have made to the 
Agency, the price we are paying 
for what we are getting in return 
is indeed small. When one adds 
ull the intangibles in terms of 
world-wide prestige, the contribu- 
tion to economic stability abroad, 
the reduction in ferment and un- 
rest in underdeveloped regions, 
and the humanitarian gains which 
can be realized, I believe we must 
all be convinced that the United 
States is in the Agency’s debt. 

We can pay off this debt onlv 
through the importance we accord 
the Agency in the formulation of 
our international atomic policies 
and by the vigor with which we 


pursue our programs for the 
Agency’s success. 

We cannot permit the great 
technical and political achieve- 


inents inherent in the Agency to 
remain eclipsed by the headlines 
proclaiming the “discovery” of 
space. 

How great have been our atomic 
technological achievements we are 
only now beginning to under- 
stand. They are, however, becom- 
ing clearer to us as the Inter- 
national Atomic Energy Agency 
moves towards its objectives. Suc- 
cess in this endeavor may well 
point the way to international 
cooperation and agreement for the 
limitation of armaments. 

The limitation of the use of 
space to peaceful uses must in- 
evitably come. For it is clear that, 
even if this is the Space Age, the 
threats to peace lie in the hostile 
uses of atomic energy and our 
hopes lie in the peaceful uses. 


Marache, Dofflemyre Adds 


(Special to Tur Financia, CHRONICLE) 

LOS ANGELES, Calif. — James 
A. Strunk has been added to the 
staff of Marache, Dofflemyre & 
Co., 210 West Seventh St., mem- 
bers of the Pacific Coast Stock 
Exchange. He was previously with 
J. Logan & Co. 


With Stewart, Eubanks 


(Specia! to Tar FInancraL CuRonicre) 
SAN FRANCISCO, Calif. 
Frank S. Reed has become con- 
nected with Stewart, Eubanks, 
Meyerson & Co., 216 Montgomery 
St., members of the New York 
and Pacific Coast Stock Ex- 


changes. 
2 With Armstrong, Jones 
(Special to Tae Financia CHRONICLE) 


DETROIT, Mich. — Henry R. 
DuBe and Gordon R. West are 
now with Armstrong, Jones, Law- 
son & White, Incorporated, Penob- 
scot Building, members of the De- 
troit Stock Exchange. 


With Merrill Lynch 


(Special to THe Frnanciat CHRONICLE) 
MINNEAPOLIS, Minn. — John 
L. Kennedy has become associated 
with Merriil Lynch, Pierce, Fen- 
ner & Smith, Rand Tower. Mr. 
Kennedy was formerly with Wal- 
ston & Co., Inc., in Denver. 
Sta 
oi 


Joins Stix 


Special to Ture FINANCIAL IRONICLI 
ST. LOUIS, Mo. John O. 
Shields has joined the staff of 


Stix & Co., 409 Olive Street, mem- 
bers of the Midwest Stock Ex- 
change. He was formerly with J. 
F. Lynam & Co., Inc. 


White Adds to Staff 


Special to Tue FINANCIAL CHRONICLYF) 

ST. LOUIS, Mo. — Henry W. 
Ourth is now with White & Co., 
Mississippi Valley Building, mem- 
bers of the Midwest Stock Ex- 
change. 


Joins Vaughan & Co. 

Car FPrvaNcialr rRO? 1 ) 
WILMINGTON, N. C.—Melville 
M. Menefee is now connected with 


Vaughan and Company, 1 Post 
Office Avenue 


Special to € 
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Corlett Will Have 
Charge of A. B. A. 
Office in D. C. 


Ben C. Corlett, Vice-President 
of the American Trust Co., San 
Francisco, has been appointed 
Senior Vice-President in charge 
of the Washington office of the 
American Bankers Association, 
A. B. A. President Joseph C. Wel- 
man announced. Mr. Welman is 
President of the Bank of Kennett, 
Kenneit, Mo. 


Mr. Corlett will assume _ the 
office on June 2%. The position of 
Senior Viee-President in charge 
of the Washington office is a new 
one, and Mr. Corlett becomes the 
first to occupy it. Along with the 
offices of Executive Vice-Presi- 
dent and Executive Manager, it is 
one of the top staff positions of 
the A. B. A., which has a mem- 
bership of more than 17,000 banks 
and branches. 

In order to take over the new 
nosition, Mr. Corlett will resign 
from his American ‘Trust Co. 
Vice-Presidency on June 16 after 
12 years of service there. 

Mr. Corlett has long been active 
in American Bankers Association 
uffairs, and since the annual con- 
vention in September last year, he 
has been President of the A. B. A.’s 
State Bank Division. He will 
relinquish that office as well be- 
fore taking up his new duties as 
a statf{ officer. 

The new A. B. A. Senior Vice- 
President has had a long career 
in banking. A native of Napa, 
Calif., and a graduate of the Uni- 
versity of California, he joined 
the staff of the First National 
Bank of Napa in 1914, subsequent- 
ly advencing to the office 
Vice-President and Cashier. 
became a Vice-President of the 
Bank of America N. T. & S. A. 
when the Napa bank was bought 
by the Bank of America in 1938. 
From 1943 to 1946 he was Cali- 
fornia’s State Superintendent of 
Banks, from which office he went 
to the American Trust Cc. 
Vice-President in 1946. 

Mr. Corlett has served on many 
committees of the California 
Bankers Association and was its 
President in 1934-35. In 1546 he 
was appointed Chairman of a 
conimitiee of bankers who revised 
and rewrote the California Bank 
Act; the act was adopted by the 
state Jegislature in 1949. 

In the American Bankers Asso- 
ciation, Mr. Corlett was a member 
of the Executive Council in 1935- 
38: a member of the Committee 
on State Legislation from 1950 to 
1956; a member of the Subcom- 
mittee on the Model State Bank- 
ing Cede from 1947 to 1950; and 
a member of the Subcommittee 
on the Uniform Commercial Code 
from 1953 to 1955. He was Chair- 
man of the Committee on State 
Legislation and of the State Legis- 
lative Council and a member ot 
the Committee on Federal Legis- 
lation from 1955 to 1957. In the 
State Bank Division, he was a 
member of the Legislation Com- 
mittee from 1948 to 1952) ana 
served as Chairman of this com- 
mittee in 1954-55: a member of 
the Committee on State Banking 
Departments from 1952 to 1954 
and Chairman of this committee 
in 1953-54, 1955-56, and 1956-57; 
a member of the Division’s Execu- 
tive Committee from 1951 to 1956, 
Chairman in 1955-56, and Division 
Vice-President in 1956-57. He was 
elected President of the Division 
at the annual meeting held in con- 
nection with the 83rd Annual 
Convention of the A. B. A. in 
Atlantic City, New Jersey, Sept. 
23, 1957. 


With E. F. Hu 
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LOS ANGELES, Calif- 
G. Kawahara is now with 
Hutton & Company, 623 
Spring St. 
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Why Look for Trouble? 


This little piece is not going to 
attempt to set up an entire new 
moral and ethical code for stock 
promoters, underwriters, securi- 
ties salesmen, or investors. But it 


may be a good idea to review 
a few of the more common 
“booby traps” that masquerade 


as opportunities which all of us 
come-by quite often. It is true 
that a good rule can be sometimes 
broken and you can come out 
with the long end of the stick. 
But, by and large, if you are 
speculating in new vemnures or 
buying into small struggling en- 
terprises, prudence would indicate 
that you had better not stick your 
head into the hungry lion’s mouth 
unless you know what you are 
doing. 


The Non-Voting “A” Stock 


Over the years you can find 
some investments that have 
worked out satisfactorily where 
there has been a concentration of 
control in the hands of a family, 
a few people, or a group who con- 
trol the voting power, and thus 
the destiny of a company, and 
the public does not have a voice 
in the management. But where 
there have been occasional in- 
stances of successful trusteeship 
under such an arrangement, there 
are Many more where abuses have 
lead to unsatisfactory managerial 


performance. It is a good rule 
that where management refuses 


to place its record before stock- 
holders for approval or disap- 
proval then there must be some- 
thing it wishes to hide. If you 
invest in a company, and assume 
the risks of profit or loss, you 
should have a voice in choosing 
the directors who select the man- 
agement. 

Reliable underwriting firms, in- 
vestment houses that have their 
reputation at stake, and securi- 
ties salesmen who place their 
customer’s welfare first, look with 
suspicion on the “A” stock that 
is non-voting. They know that 
when their client’s buy into such 
a deal anything can happen, and 
when it does they are powerless 
to correct it. If you want my 
money in your business let me 
see what you are doing with it 
and if I don’t like it give me 
another choice besides selling out 
after it’s too late. That choice is 
a voice in putting management on 
the carpet at least once a year. 
Fraud is a different matter, I am 
not discussing that here, however. 


Unaudited Statements 


There is only one proper and 
straightforward way to run a 
business. That is to hire com- 
petent certified auditors and pay 


them a fee that will enable them 
to present a fair and accurate 
financial report at stated inter- 
vals. Unaudited statements may 
be correctly stating the position 
of a company but if you are an 
investor and you are asked to put 
your money into a new company, 
or a relatively small speculative 
venture, and you are not supplied 
with a certified and up-to-date 
set of figures, remember there is 
a little word in the English lan- 
guage which begins with an “N” 
and ends with an “O” and it can 
save you both headaches and some 
money. Unaudited statements that 
come to me (unless I know the 
company’s reputation over the 
years and they are clearly interim 


company reports) I file in my 


“No Go” file that sits right under 
my desk. 
In connection with audited 


letter 
firms 
care. 


qualifying 
accounting 
read with 


statements, the 
of reputable 
should also be 


The accounts receivable should 
have been at least spot checked, 
as well as the payables, and an 
inventory control system or a 
check up of company’s figures 
should also be part of a souné 
financial audit. There have been 
many cases where these clearly 
necessary and vital safeguard 
have not been completed, and 2 
statement that has been prepared 
by certified accountants, although 
correct as far as it went, still di@& 
not reveal incorrect or purposely 
misleading inventory valuations, 
etc. 


Too Much Family 


Even in cases where the non- 
voting “A” stock gimmick is not 
used, but where small privately 
managed and owned companies 
go to the public and retain a very 
large percentage of voting con- 
trol in a few hands, an investor 
or speculator should look twice 
before he leaps. Nepotism can be 
entrenched for years and it ig 
difficult and next to impossible 
to uproot it when a small clique 
holds from 70 to 90% of the vot- 
ing stock. If you buy into a 
minority position in a small com- 
pany your are just about as voice— 
less and powerless as if you owned 
non-voting stock. 

Because something may be legal 
does not make it “right.” Many 
small companies go to the publie 
every year and obtain equity fi- 
nancing through stock sales 
planned and executed by smaller 
investment banking firms that 
specialize in this field of finan- 
cial activity. By and large, the 
small business firms of this coun- 
try would be much better served 
if legal methods of circumventing 
sound stockholder participation in 
the selection of management were 
to be eliminated. Since this ig 
not probable in our lifetime the 
responsiblity for eliminating these 
financial “booby traps” resta 
squarely upon investment under- 
writers who bring such stoek 
issues before the public. 


With Thomas Hughes Co. 


(Sperial.to Tug Financia CHRONICLE) 


CINCINNATI, Ohio—James P. 
Walsh has become associated with 
Thomas J. Hughes & Co., First 
National Bank Building. He was 
aw with Oswald & Co, 
ne, 


Two With Hill Richards 


(Special to Tue Financia, CHRONICLE) 
LOS ANGELES, Calif. — Mary 
K, Carlier and Lyle H. Southwick 
have joined the staff of Hill Rich- 
ards & Co., 621 South Spring St., 
members of the Pacific Coast 
Stock Exchange. 


Joins Arthur Hogan 


Special to Tue FINANC AL CHRONICLE) 
LOS ANGELES, Calif. — Jacob 
G. Etkin has joined the staff of 
Arthur B. Hogan, Inc., 618 South 
Spring St. He was formerly with 
H. Hentz & Co. 


With Merrill Lynch 


(Special to Tur FinaNcIAL CHRONICLE) 
LOS ANGELES, Calif. — Wil- 
lard R. Walls, Jr. is now with 
Merrill Lynch, Pierce, Fenner & 
Smith, 523 West Sixth St. 


Named Directors 

Theodore Weicker, Jr., partner 
in E. F. Hutton & Co., New York, 
and Chester A. Rude, Vice-Chair- 
man of the Security First Na- 
tional Bank, Los Angeles, have 
been elected to the Board of Di- 
rectors of Tidewater Oil Co. 
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Public Service Co. 
Of Colorado 4.64% 
Preferred Stk. Offered 


The First Boston Corp., Blyth & 
Co., Inc. and Smith, Barney & Co. 
headed a group of investment 
bankers who yesterday (May 21) 
offered publicly an issue of 160,- 
000 shares of Public Service Co. 
of Colorado 4.64% cumulative 
preferred stock at par ($100 per 
share). ; 

The stock is not refundable with 
the proceeds of borrowed funds or 
the sale of preferred stock, on or 
prior to June 1, 1963, at a lower 
cost of money to the company. 
Otherwise, it is redeemable at the 
option of the company at redemp- 
tion prices ranging from $105.50 
for stock redeemed prior to June 
1, 1963, to $101 for stock redeemed 
after June 1, 1973. 

The net proceeds from the sale 
of the stock will be added to the 
genera] funds of the company to 
be used toward its construction 

m which is expected to cost 
$102,000,000 during the years 1958- 
60. Of this amount, approximately 
$3,700,000 had been expended 
prior to March 1, 1958, on which 
date the company had about $5,- 
300,000 available for construction 
purposes. 

Public Service Co. of Colorado 
is an operating public utility en- 
gaged, together with its subsidi- 
aries, principally in the genera- 
tion, purchase, transmission, dis- 
tribution and sale of electricity 
and in the purchase, transmission, 
distribution and sale of natural 
gas. The company’s operations are 
wholly within the State of Colo- 
rado, the principal distribution 
center being in the City of Den- 
ver and the immediate vicinity. 

Operating revenues of the com- 
Pany during 1957 amounted to 
$91,007,519 and net income to $10,- 
877,575 compared with operating 
revenues of $83,266,879 and net in- 
come of $10,267,333 for 1956. 


Joins Beil & Hough 


(Special to Tae Puvancia, CHRONICLE) 

ST. PETERSBURG, Fla.—Harry 
S. Keck has become affiliated 
with Beil & Hough, Inc., 350 First 
Avenue, North, members of the 
Midwest Stock Exchange. 


Now With Barcus, Kindred 


(Special to Tae Financiat CHronicie) 
CHICAGO, I1l_—Daniel F. Sul- 
livan, Jr. is now with Barcus, 
Kindred & Co., 231 South LaSalle 
Street. He was formerly with 
Baxter & Company. 
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Bank and Insurance Stocks 





By ARTHUR B. WALLACE 


This Week — Insurance Stocks 


We pointed out several weeks ago that while the fire-casualty 
insurance companies were experiencing one of their worst periods 
in underwriting results, there was, nevertheless, some balm in the 
data on earnings now being released. Few of the major units in 
the industry showed black for 1957, and as red ink means no tax 
liability, not many companies were taxed on their underwriting 
performance for that year. Of course, this does not apply to income 
from investments. Here they are taxed, but, generally speaking, 
on a much more favorable basis than most other corporations. 

Corporation income from dividends is taxed only to the extent 


of 15% of such income; the rate applying on this 15% of their 
div idends being the regulation 52%. In other words on dividend 
income they are in effect, taxed 52% of 15%, or 7.8%. This does 


not apply to investment income other than dividends. Bonds 
(excepting tax-exempts) are assessed at the higher rate; and 
probably 20% would be a fair approximation of average tax on all 
income from investments, interest, dividends, rents, etc. 


In the case of the tax on underwriting profit, the 52% rate 
holds good; but where losses have been so severe in the under- 
writing end of the business the corporate taxpayer is entitled to 
some credit. 

Using only the more actively traded issues, the published earn- 
ings figures of the following companies do not include anticipated 
Federal income tax recoveries due to 1957 operations: 


1957 Net Expected Tax 
Earnings Recevery* 
CORED ivi cen nivdniitinnnih $7.78 $0.38 
Pie TNS 5. on wok a ce neu 0.14 0.52 
EO ob icncnwccuemanewe 0.60 0.05 
Continental Insurance__-_------~-- —0.48 0.03 
Continental Casualty____.-.------ 2.75 0.05 
Fidelity Phenix Fire Insurance... —0.67 0.01 
PREIS PUG ncn dnk wancdosecen 0.02 0.04 
Rome insurence ................. 0.90 0.13 
Insurance Co. of North America 4.37 0.32 
New Amsterdam Casualty___--~--- —3.46 0.98 
New Hampshire Fire___----..---- 4.36 0.10 
Northwestern National ____------- 3.45 0.98 
Republic Insurance ...........-.-.. 2.35 0.06 
1.20 0.35 


St. Paul Fire & Marine_-_-------- 
“Due to 1957 operations. 
Next, there are several companies whose 1957 earnings figures 
do not include anticipated Federal income tax recovery due to 
1956 operations: 


1957 Net Expected Tax 

Earnings Recovery* 
Fireman’s Fund________--.------.—$0.02 $2.34 

—3.46 1.80 


New Amsterdam Casualty____---_- 


*Due to 1956 operations. 


The 1957 results in numerous cases would have appeared much 
worse if they had not included credits in the form of income tax 
recoveries of either 1956 or 1957. Some of the more prominent 
companies are here listed, with the recoveries thus included: 


1957 Net Recoveries 
Earnings Included 
i CR 6. cadtntetsnntnnwn $7.78 $0.68 
BE Ee cecnnccanconsaennt’ 0.14 2.51 
RE BE etidinnncwnnniinnen —0.61 0.08 
NN nn. csincounen wenaneperehe —2.55 0.09 
General Reinsurance___....__.__- 6.22 0.17 
Hanover Insurance____~-......--- —0.71 0.58 
a 0.90 0.94 
Maryland Casualty____.-.....____ —0.33 0.51 
NN na —0.64 0.61 
New Amsterdam__.___._.-._____- —3.46 0.59 
EE a 4.36 0.30 
I ii ia cate eile anes —().54 0.32 
Agricultural Insurance ____._____- —1.95 0.96 
American Insurance _____-______-_ —2.48 0.34 
American Gurety .......«ecccuo —0.61 0.70 
Bankers & Shippers_____..______~_ 4.24 2.10 
Continental Insurance____________ —0.48 0.68 
Fidelity Phenix Fire Insurance... —0.67 0.09 
Glens Falls Insurance_____.______ 0.33 0.18 
GORE ARISTIOOR cccccccccnnenaccs —Q.17 0.39 
Paeeifice Insurance ...............- 4.10 1.76 
United States Fire Insurance______ 1.08 0.22 
Westchester Fire_.............._- 1.25 0.31 
Continental Casualty_......______ 2.75 0.18 


Now, it is apparent that in some cases these recoveries or 
expected recoveries are small. On the other hand a number of 
them are of sufficient importance to make a sizable dent in the 
deficits (underwriting) that in many instances were rung up. But 
the unfortunate aspect to the entire matter of insurance company 
earnings outside the life field is that we are now well enough into 
1958 to know that what underwriting betterment over 1957 is in 
store is only of moderate proportion; that 1958 will not be so very 
much above 1957. It seems that the companies will have to go 
through another bad period before the unreasonable supervisory 
authorities will see the light on rates. 
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What Will the Business 
Recovery Be Like? 


years. Do not underestimate the 
importance of this excessive sup- 
ply of money: it was: not. alto- 
gether the cause, but it: was 
nevertheless a most necessary pré- 
requisite for the boom conditions 
which followed. 

(3) A highly inadequate and 
unusually small increase’ in the 
number of people of working age, 
as a result of the declining’ birth- 
rates of the 1920’s and the extraor- 
dinarily low birthrates of the 


1930’s. The number of people ‘be- 


tween the ages of 20 and 64 grew 
by only 8 million in the. 10 years 
ended in 1955, and this group will 
have grown by less than 7 miilion 
in the 10 years ended 1 )—com- 
ee for instance, with a rise of 
10 million between 1935 and 1945. 
Thus labor has been in chronically 
short supply, persistent wage. in- 
creases have been inevitable, and 


these in turn very greatly ea 


lated the demand for new facto- 
ries, machines, and products which 
would economize on, ,the. use, of 
labor power in the productive 
process. 

I do not minimize developments 


subsequent to 1945, particularly. 


the influence of the Korean War 
and the widespread .canfidence 
that the so-called built-in stabil- 
izers would guarantee us against 
a serious depression. But we both 
could not and would not have had 
the great, unprecedented  pros- 
perity of the past decade without 
the explosive backlog of:demands, 
the liquidity to finance them,-and 
the inflationary impact of a short- 
age of labor. 


Probes Present Recession 

The recession we are now .ex- 
periencing is the result of the ex- 
haustion of the first two of these 
factors, 5. 

First, while the American. peo- 
ple still want to 
standard of living, while the 
birthrate is still high, while. the 
need for new and more efficient 
factories is still great, we no 
longer feel the urgency and the 
hunger for these things which ex- 
isted during the late 1946's and the 
early 1950’s. When .you :do not 
own a car, a house, a refrigerator, 
a television set, a suit of. civilian 
clothes, or, in the case of -a-busi- 
nessman, a new piece .of machin- 
ery, the urgency of the decision to 
purchase one of these items is 
very different indeed from what it 
is when you already own one but 
it only happens to look shabby or 
cut of style—or possibly still 
serves its purpose perfectly well. 

Second, you who are primarily 
concerned with credit matters do 
not have to be told what has hap- 
pened to the liquidity of our econ- 
omy. Since 1946, the money supply 
has increased by about one-third 
but the dollar volume of business 
activity has doubled. And we know 
only too well that there has been 
an enormous expansion in both 
short and long-term liabilities. 
Thus, even if the urgency of de- 
mand still existed, we could be 
hard put to finance a rise in 
spending similar to the fabulous 
rise which occurred during the 
past 10 years or so. 

The current decline in business 
activity was caused both by the 


exhaustion of these two influ- 
ences but, perhaps more omi- 
nously, also by the widespread 


belief on the part of businessmen 
and public servants that there 
would be no end to abnormal rate 
of growth resulting from the pres- 
sures of postwar demand and from 
excessive liquidity. , Surplus ca- 
pacity and unwieldfy inventories 
would have resulted in any case 
from the gradually declining im- 
pact of these inflationary forces, 


improve their. 


but the degree of difficulty we are 
now experiencing has been made 
very much worse by excessive op- 


‘timism and by the failure to rec- 


ognize that the only consistent law 
of history is the law of change. 


Heart of the Problem 


The essence of our problem to- 
day is that we cannot sell at cur- 
rent prices everything that we can 
produce. It is just that simple. 
And the nature of the recovery 
we achieve will be determined by 
the manner in which this dilemma 
is solved. That is why I stress that 
the recovery will be determined 
by the recession, and.any resem- 
blance to past prosperities will be 


ar gely coincidental. 


_ You know that a business firm 


which cannot sell its entire output 
thas three -choices which 


it can 
employ, singly or in any com- 
bination: 
(1) The management can just 
sweat” the crisis out until the com- 
pany’s customers do decide or are 
able to afford to buy everything 
that it can produce. This seems to 
be the most popular approach at 
the present time and it explains 
why so many businessmen who 
believe themselves to be sound 
and conservative nevertheless look 
to Washington to bail them out. 
They look to Washington to give 
their customers more purchasing 
power, to support the employees 
they have.had to lay off because 
business was lousy, and, at the 
worst, they look to Washington 
instead of their usual customers 
to buy the output of their factories 
and mines, 

(2) A more painful but perhaps 
ultimately inescapable method of 
selling everything you can pro- 
duce is to offer it at lower prices. 
For reasons which are too obvious 
to require any elaboration, this 
method has not been very popular 
up to this point. I suspect, how- 
ever, that the weight of funda- 
mental economic forces may be 
too great, and that an increasing 
number of businessmen will resort 
to price-cutting as a means of 
stimulating sales volume - which 
just simply would not be there 
otherwise. 

(3) Finally, the business can try 
to change its product mix (or, by 
more energetic selling methods, 
persuade its customers that the 
products are different). If the 
company’s customers won't buy 
the present array of products, the 
possibility always exists that they 
might buy something different. Of 
course, the development and ex- 
ploitation of new products is ex- 
pensive and time-consuming, and 
the boys in the research labs can- 
not time their output so neatly 
with the requirements of manage- 
ment. But as time goes on, the 
pace of technological development 
may speed up from its current 
lull, with salutary effects for both 
business men and consumers. 

Now I cannot answer the ques- 
tion in the title of this paper—I 
cannot describe the nature of the 
recovery we hope to enjoy—unless 
we know how important each of 
these three methods will be in 
overcoming the deflationary in- 
fluences of the recession. The en- 
tire matter is hinged right here, 
for I flatly refuse to believe that 
there is going to be any spon- 
taneous jump in either consumer 
or business demand without either 
a cut in prices or the introduction 
of new products and new produc- 
tive techniques—or, failing these, 
without a rather massive amount 
of government intervention. 


If we do not induce our custo- 
mers to buy more from us by 
either 
lower 


offering our output at 
prices or by 


offering new 
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types of products which have not 
been available before, and if, 
therefore, we rely on government 
to bail us out, and if government 
intervention is then too little or 
too late, we are in for really bad 
times. The best statistics I have 
s¢en suggest that it will be at 
least 1969 before the normal 
growth of the economy catches up 
with the excessive industrial ca- 
pacity now weighing us down— 
and that is too long to wait. Thus, 
unless business or government or 
both of them do something more 
dramatic than we have seen up 
to now there will be no answer 
to the question I have posed. 


Offers Prediction 


My hunch is that our problem 
will be solved by our typically 
American way of doing things. We 
are by nature eclectics and we 
shun doctrinaire solutions. We in- 
herit from our English cousins a 
tendency to muddle through and 
to try a little bit of everything to 
overcome adversity. I suspect that 
businessmen will cut some prices 
and make some changes in their 
product mix, but more reluctantly 
than they should. The degree of 
government intervention will con- 
sequently be greater than any of 
us would honestly choose, but not 
sO great as to destroy the basic 
features of our economy. 

As a result we all avoid a de- 
pression al) right, but the recoy- 
ery we achieve will have many 
uncomfortable and _ unattractive 
characteristics. If I may coin a 


phrase, I would say that we are . 


going to experience a rather ex- 
tended period of “cold recession” 
—we shall not have a “hot de- 
pression,” or persistently declining 
business, but. we will continue to 
be haunted by the fear that we 
never completely emerged- from 


the recession or overcame the 
forces which. caused it. 

In other words, lacking the 
highly fortuitous combination of 
events which resulted in the 


great postwar boom, we shall lack 
its urgency and massive uprush, 
even while we continue to feel the 


headaches of the hangever into 
which it led us. 
Let me paint this picture in 


somewhat more detail. 


Rising Government Spending 

Eizst of all. I think we shall 
leagn to expect and to live with a 
high and rising volume of govern- 
ment spending. both Federal and 
local. This not too hopeful a 
comment for those who look for a 
gradual easing of the tax burden. 
Nevertheless. the demands in the 
public sector are indeed urgent, 
and, I am really happy to note, 
we are becoming increasingly 
conscious of our needs in this area. 

I am not referring only to the 
obvious and painful fact that the 
Russians are not very peace-lov- 
ing. In case anyone thought they 
were, they seem to be doing their 
best now to make their intentions 
clear. This is, of. course, a matter 
of highest priority which will con- 
tinue to engage a substantial part 
of our labor and resources. But as 
citizens we are also realizing that 
we cannot have children and re- 
fuse to build schools or pay 
teachers, that we cannot spread to 
the suburbs without building sew- 
ers and street-lighting systems, 
that we cannot preach the Ameri- 
can Way of Life and fail to re- 
place slums with decent housing, 
that we cannot drive around by 
the millions in tremendous auto- 
mobiles without a road system 
capable of meeting our traffic re- 
quirements, that we cannot meet 
juvenile delinquency without ade- 
quate police and social work 
facilities, that we cannot enjoy 
widespread health insurance with- 
out plenty of hospitals—and so on 
and so on. 

But I think we shall miss at the 
same time the powerful pulse of 
consumer demand which was 


tc 
is 


SO 


characteristic of the recent boom, 
expect 


and I that demand ‘for 





plant and equipment may well fail 
to go swinging sharply upward as 
it did during the past few years. 
For the brute fact remains that we 
cannot sell everything that we can 
produce at current prices, that a 
major adjustment in the price 
level does not seem to be in the 
cards, and that changes in the 
product mix.can come only gradu- 
ally and. in. bits and pieces. The 
dominant feature of the decade 
just passed was that demand 
tended to exceed supply: in the 
years to come, I predict that the 
opposite will be the case. 


Downward Price Trend 


This has an important meaning 
for those who have so much to do, 
for example, with financing tex- 
tiles and other soft goods, retail 
trade, and small businessmen. For 
although we shall probably avoid 
the classieal collapse of the price 
level which. has followed every 
other major, war, we shall prob- 
ably continue to experience a per- 
sistent pressure on the price level 
to .move ,downward. In other 
words, while the bottom may not 
drop. out. of our price structure, 
prices will..go up hard and the 
general tendency will probably be 
downward, I should point out that 
this is the normal peacetime pat- 
tern in the United States—except 
during wartime, the movement of 
prices in. America has been down- 
ward for. many more years than 
it has been upward. 

I expect this historical tendency 
to reassert itself for three reasons: 

(1)- As Il have pointed out al- 
ready, demand falls short of sup- 
ply at current prices, and although 
we should expect demand to in- 
crease as' the economy grows, 
there are no shortages of supply 
or great backlogs of demand which 
would “induce customers to keep 
on buyimg' regardless of increases 
in prices. 

(2). The necessary liquidity to 
finance a persistent rise in the 
price level is also lacking. While 
the money shortage of 1957 has 
been alleviated, I expect it to re- 
appear when business picks up, 
due ‘both to natural forces and to 
the inflationary bias of public 
policy. Ever if the money supply 
does increase somewhat faster 
than the volume of production, 
we shall not see again the truly 
exeessive liquidity of the late 
1940’s and early 1950's. 

(3) Finally, and this may sur- 
prise you,!l expect wages to rise 
more slowly and to show much 
more flexibility than our recent 
experience would tend to suggest. 
For one thing, the absence of pow- 
erful boom conditions will prob- 
ably leave us with a permanent 
pool of unemployed larger than 
what we have become accustomed 
to. But, more significantly, the 
size of the labor force itself will 
soon start growing with increas- 
ing rapidity as our war babies 
reach working age. The growth in 
the number of people between 20 
and 64 years of age in the years 
1960 and 1965 will be nearly half 
again as great as it will have been 
between 1955 and 1960, and it will 
be much more than double this 
rate in the following five years. 

This analysis has, I must em- 
phasize, particular significance for 
the more competitive areas of the 
economy, in which you are es- 
pecially interested. The downward 
tendency of the price level may 
not affect all prices—the price of 
steel, automobiles, paint, indus- 
trial chemicals, and many other 
products characterized by admin- 
istered prices may not go down 
very much or may actually rise. 
But this means that the downward 
pressure on flexible prices will be 








all the greater. 
You know what the history of 
textile prices and retail profit 


margins has been even in recent 
prosperous years. The steady rise 
in the prices of certain products 
and most services has given them 
a larger arid larger claim on our 
spendable incomes, with the re- 
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sult that less and less was avail- 
able to spend elsewhere—and if 
that “elsewhere” happened to be 
a highly competitive industry like 
textiles or retailing, it was aimost 
impossible to raise prices and 
most of the time prices tended to 
be declining. 


Advises. Price-Flexible 
Industries 


This is one feature which I am 
afraid will continue to be present, 
and its painful aspects may be- 
come increasingly acute. I hon- 
estly do not know any practical 
way to solve the problem of ad- 
ministered prices, and I believe 
that this kind of pricing will be 
with us more or less forever. 
Most of the popular solutions or 
drum-beating one sees in the 
newspapers may sound fine, but 
they have little meaning as a prac- 
tical matter. Nor do I think that 
the price-flexible industries will 
ever succeed in achieving any 
kind of permanent organization 
to keep price competition from 
breaking out, despite all the pub- 
licity which these efforts have 
also received. It just is not in the 
nature of the beast. 

But this means that the types of 
companies with whose credit- 
worthiness you are most con- 
cerned will continue to have diffi- 
culty in maintaining their profit 
margins. And, if tight money is to 
be a more or less normal char- 
acteristic of prosperity, they will 
not be able to emulate the steel 
industry by financing themselves 
through price increases—they will 
continue to seek and need outside 
financing in large quantities. 

The most hopeful offset of this 
will be the change in the avail- 
ability of labor to which I referred 
earlier. It is dramatic enough to 
bear repetition: the annual in- 
crease in the number of people 
between 20 and 64 years of age is 
now about 660,000; in the five 
years from 1960 to 1965, it will 
average 900,000, and in the follow- 
ing five years it will mount to 
nearly 1,600,000. The impact of 
this extraordinary development 
upon the decade of the 1960’s may 
be as overwhelmingly important 
as the highly inadequate rise in 
the labor supply has been to the 
decade of the 1950's. 


Conclusion 

I can best sum up this discussion, 
I believe, by telling you how to 
determine in advance whether or 
not my prognosis is wrong. The 
important and indisputable point 
is that the recovery will be 
shaped by the manner in which 
we overcome the recession, by the 
way in which we adjust the mal- 
adjustments. If we rely primarily 
upon government to shove de- 
mand up to where it meets supply 
at current prices, I shall have been 
much too optimistic. The recovery 
will tend to be abortive and un- 
sustainable, inventories will tend 
to keep backing up and plant 
capacities will seem too large. 


If, on the other hand, a com- 
bination of lower prices, more 
flexible wages, imaginative 


changes in the product mix, and 
aggressive selling techniques are 
employed on a wide scale, then I 
shall turn out to have been ex- 
cessively gloomy. I certainly hope 
so, and in fact we may find that 
the individual American business- 
man’s sagacity and daring may 
yet justify his reputation and turn 
the tide. 


Bache Adds to Staff 
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ST. PETERSBURG, Fla.—Lysle 

FE. Robinson Jr. has become con- 

nected with Bache & Co., 556 
Central Avenue. 


With Hardy, Hardy 


FINANCIY 

SARASOTA, Fla.—John K. Van 
Vranken has become associated 
with Hardy, Hardy & Associates, 
1278 North Palm Avenue. 
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important product lines. All inventories are based on short mill 
lead times and a plant may have much of its “inventory” at the 
mill where it will be affected as lead time lengthens. August will 
see the return of many steel buyers who have not been in the 
market since 1957. For over a year, the average steel buyer 
bought less steel than he used. Now he must correct the other 
way, buy more steel than he uses. He must rebalance his in- 
ventory. 

Continuing, “The Iron Age” says that as a result of these 
factors, the average steel purchaser expects to buy 20 to 25% more 
steel in the third and fourth quarters of this year than he did in 
the first and second. 

Commenting on the overall steel market, the metalworking 
weekly pointed out that the low point in the steel market was hit 
in April. For the fourth straight week new order volume has 
gone along on an even keel, with some mild improvement by 
diversified customers. 

Continued lethargy by the auto industry is obscuring the 
improvement in other lines; ‘““‘The Iron. Age” further noted. 

There is a strong probability, however, that the market will 
dip again in July, but largely for seasonal reasons, such as: hot 
weather, metalworking plant vacations, steel. plant. vacations: and 
longer then usual automotive shutdowns for new model change- 
overs. 

In the automotive industry, Detroit-area auto plants, within 
six to seven weeks, face a virtual production blackout. that. will 
last clear into September as the industry enters its model change- 
over shutdowns at an early date, “Ward’s Automotive Reports” 
declared on Friday of last week. 

The factory employment gloom, however, will be quickly 
followed by a fourth quarter burst of production prosperity that 
may rival 1955, it added. 

The statistical service based this prediction on prospects for a 
highly successful 1958 model cleanup that promises to “clear the 
decks” for all-out 1959 model fourth quarter production, her- 
alding a return to six-day operations and factory overtime for the 
first time in nearly a year. 

“Ward’s” said General Motors Corp. will begin closing its 
Michigan assembly plants for changeover in July with Chrysler 
Corp. going down in late July or early August, and Ford foliowing 
in September. 

May auto sales opened at the best rate since January. “Ward’s” 
pointed out that the 124,000 dealer retail deliveries for May 1 

through 10 averaged to 13,777 units daily compared with, 13,330 
and 13,500 in_the like periods of April and March. 

Inventories of the “old model” (1958) cars on Sept. 30 are 
being projected at a level substantially below the cleanup inven- 
tory at the same dates in both 1957 and in 1956. But the favorable 
cleanup will come at the expense of slashed production and bleak 
employment. 

“Ward’s” said resumption of operations at many Ford and: 
Chrysler plants the past week lifted industry assemblies to 86,738 
units compared with 78,506 the week before. The same week last 
year netted 127,390 passenger cars. 

Dodge and De Soto in the Detroit. area returned to work a 
week ago following inventory shutdowns in the preceding week; 
however, Chrysler in Detroit plus Edsel and Studebaker-Packard 
operations in outstate areas were suspended to adjust the new 
car stocks, 


Steel Production Scheduled This Week at 
54.9% of Ingot Capacity 

Steel production last week continued inching up from. the 
year’s low point, following an anticipated pattern of gradual im- 
provement, “Steel” magazine reported on Monday of this week. 
This is the third week in a row that the ingot rate has climbed. 

Furnaces were overated at 51.5% of capacity, up 1.5 points 
from the previous week’s rate. Production was about 1,390,000 
net tons of steel for ingots and castings. 

In the last three weeks, steelmaking has rebounded from the 
year’s low point to the level of late March. The operating rate 
has climbed 4.5 points. As much strength has been gained in the 
three weeks since April 27 as was lost in the five weeks. preced- 
ing it. 

‘ Even without further recovery, continues this trade journal, 
May production should approach 6,000,000 tons, easily topping last 
month’s 5,530,000 end just beating February’s 5,780,000. 

Eight of 13 steelmaking districts reported improvement last 
week. Cincinnati at 52% was up 23.5 points over the previous 
week: Buffalo at 39, up 4.5 points; Detroit at 36.5 up. 3. points; 
Chicago at 57, up 2.5 points; Birmingham at 66.5, up. L5 points; 
St. Louis at 77, up 1.5 points and the Mid-Atlantic at 48.5, up 6:5 
point. Youngstown held at 45%, New England at 40 and the Far 
West at 67. Pittsburgh at 50.5% was down 0.5 point and Cleve- 
land at 26, down 1.5 points. ; 

In Chicago, Detroit and Philadelphia, steelmen. are looking 
less harried. International Harvester Co. reports its farm equip- 
ment sales for the six months ended April 30 were 5% over those 
of a year ago. Its tractor sales for the last week in April were 
the best of any week in six and a half years. 

Construction activity is also helping demand. Steelmakers 
say they are getting bigger orders for wide flange beams, rein- 
forcing bars, merchant pipe and galvanized sheets. 

Car companies have apparently placed their last steel orders 
for 1958 models. it is understood General Motors wants to com- 
plete component production runs by the end of June so it can da 
trvout work on 1959 models. It does not mean final assemblies of 
1958 cars will be cut off at the end of June, only that part runs 
will be completed, 

Detroit mills report an influx of inquiries and small orders 
for die tryout and preproduction runs. 

If steel producers intend to raise the price of tin plate July 1 
to coincide with increases expected on other products, they wail 
have to give the can companies 35 days’ notice. Look for an 
announcement to be made by May 27. It may give a hint, too, of 
the nature of the general steel price increase: If no word comes 
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on tin plate by next week, it could mean steel producers plan to 
forego increases on some products, declares this trade paper. 

A survey by the magazine shows that prices of most metal- 
working components will stabilize at present levels or drop 
slightly the rest of this year. Increases are anticipated by only 
a few industries. Despite spiraling costs, markups are being post- 
poned because of competition stemming from weak demand and 
overcapacity in some industries. 

The scrap market continued to gain strength for the second 
week in a row. “Steel's” composite on No. 1 heavy melting was at 
$32.83 a gross ton up 83 cents. New business is confined to scat- 
tered light sales, concludes this metalworking weekly. 

The American Iron and Steel Institute announced that the 
operating rate of steel companies will average “92.2% of steel 
capacity for the week beginning May 19, 1958, equivalent to 
1,481,000 tons of ingot and steel castings (based on average weekly 
production for 1947-49) as compared with an actual rate of "37.9% 
of capacity, and 1,412,000 tons a week ago. 

Output for the week beginning May 19, 1958 is equal to about 
54.9°% of the utilization of the Jan. 1, 1958 annual capacity of 
140,742,570 net tons compared with actual production of 52.3% the 
week before. 

For the like week a month ago the rate was “79.1% and pro- 
duction 1,270,000 tons. A year ago, the actual weekly production 
was placed at 2,212,000 tons, or 157.7%. 

“Index of production is based on average weekly production 
for 1947-1949. 





Electric Output Showed Mild Declines for the 
Latest Week 


The amount of electric energy distributed by the electric 
light and power industry for the week ended Saturday, May 17, 
1958. was estimated at 11,257,000,000 kwh., according to the Edison 
Electric Institute. Outnout reversed its upward trend of three con- 
secutive weeks by declining mildly the past week. 

For the week ended May 17, 1958, output decreased by 58,- 
000,000 kwh. below that of the previous week, and by 262,000,000 
kwh. under that of the comparable 1957 week, but increased 
by 352,000,000 kwh. above that of the week ended May 19, 1956. 

Car Loadines Reduced 0.40 Last Week and 26% 

Below Like 1957 Period 


Loadings of revenue freight for the week ended 
1958. were 2,200 cars or 0.4% above the preceding week. 

Loadings for the week ended May 10, 1958, totaled 535,204 
ears, a decrease of 188,113 cars or 26% below the corresponding 
1957 week. and a decrease of 242,402 cars, or 31.2% below the 
corresponding week in 1956. 


May 10, 


Automotive Output Turned Moderately Higher 
The Past Week 

Passenger car production for the week ended May 16, 1958, 
according to “Ward’s Automotive Reports,” climbed moderatels 
the past week with truck output slightly lower, 

Las! week's car output totaled 26,738 units and compared with 
78,506 (revised) in the previous week. The past week's produc- 
tion total of cars and trucks amounted to 103,383 units, or an in- 
crease of 7.439 units above that of the previous week’s output, 
states “Ward's.” 

Last week’s car output increased above that of the previous 
week by 8.232 while truck output declined by 793 vehicles dur- 
ing ihe week. In the corresponding week last year 127,390 cars 
and 23,138 trucks were assembled. 

Last week the agency reported there were 16,645 trucks made 
in the United States. This compared with 17,438 in the previous 
week and 23,138 a year avo. 

Canadian output last week totaled 8.045 cars and 1.295 
trucks. In the previous week Dominion plants built 7.914 cars and 
1,330 trucks and for the comparable 1957 week 9.898 cars and 
2,116 trucks. 


Lumber Shipments Increased 9.39 Above Output in 
Week Ended May 10, 1958 

Lumber shipments of 402 reporting mills in the week ended 
May 10, 1958, were 9.3% above production, according to the 
National Lumber Trade Barometer. In the same period new orders 
were 9.9% above production. Unfilled orders amounted to 34% 
of stocks. Production was 0.9% above; shipments 1.9% below and 
new orders were 6.0° below the previous week and 7.6% below 
the like week in 1957. 


Business Failures Rose Sharply Last Week From 
16-Week Low Level in Preceding Period 

Commercial and industrial failures rebounded to 327 in the 
week ended May 15 from the 16-week low of 279 in the preced- 
ing week, Dun & Bradstreet, Inc., reports. This increase lifted 
casualties considerably above the 264 a year ago and the 279 in 
1956. Failing businesses exceeded by 13% their pre-war total of 
289 in the comparable week of 1939. 

Casualties involving liabilities of $5,000 or more climbed to 
290 from 245 in the previous week and were almost half again as 
heavy as last year when 216 of this size occurred. Among small 
failures under $5,000, the toll edged to 37 from 34 a week ago but 
remained below the 48 occurring in the similar week of 1957. 
Thircy-four concerns succumbed with liabilities in excess of 
$100.000 as against 27 in the preceding week. 
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Wholesale Food Price Index Registered Fractional 
Gains the Past Week 


The Dun & Bradstreet wholesale food price index rose 0.8% 
to $6.62 on May 13 from $6.57 a week ago. The current figure 
is 8.9% higher than the $6.08 registered one year ago. 

Up in price last week were rye, oats, wheat, eggs, cheese, lard, 
sugar, flour, cottonseed oil, cocoa, lambs and hogs; corn, barley, 
potatoes, hams and steers were lower. 

The index represents the sum total of the price per pound 
of 31 raw foodstuffs and meats in general use and its chief func- 
tion is to show the general trend of food prices at the wholesale 
level. 


Wholesale Commodity Price Index Made Moderate 
Gains Last Week 

The general commodity price level rose moderately last weck, 
reflecting increases in prices of steel scrap, raw sugar, some 
livestock and cocoa. The index ciosed at 280.05 on May 12, com- 
pared with 278.54 a week earlier and 286.27 on the comparable 
date a year ego. 

A higher than anticipated Government estimate of this year's 
Winter wheet crop discouraged wholesale buying, and caused 
prices to fall somewhat below those of the prior week. Wheat 
receipts in Chicago were off fractionally. Although trading in corn 
advanced slightly, a favorable crop outlook resulted in a moderate 
decline in futures prices. 

Oats receipts in Chicago were light and buying rose aypreci- 
ably. Oats prices climbed moderately over those of the preceding 
week. Soybean prices ended the week down somewhat in dimin- 
ished trading. Total inspections of soybeans for overseas export 
from Oct. 1 through May 2 of this year amounted to 55,066,844 
bushels, or slightly higher than that of the comparable period last 
season. The principal countries involved in the past week’s 
exports of soybeans were The Netherlands, West Germany, 
3elgium, United Kingdom and France. 

A slight rise in flour trading occurred with prices fractionally 
higher. Commercial sales of flour for export thus far this season 
totaled 53,300,000 bushels in grain equivalent, up from the 40,900,- 
000 bushels of the same period last season. 

Rice prices were steady in the week with wholesale buying 
close to that of a week earlier. Cocoa futures prices advanced 
at the end of the week reflecting a slight rise in orders. A lack 
of buying resulted in a moderate dip in coffee futures prices. 
There was an increase in raw sugar prices last week, but costs of 
refined sugar remained close to those ot the preceding period. 

Although trading lagged, hog prices rose again during the 
week. Receipts were somewhat lower in Chicago. The increase in 
butcher hog prices was the most for any week since July, 1957. 
Salable supplics of cattle were slightly larger the past week than 
in the prior one, but noticeably less than a year ago. Buying 
slackcned somewhat aiid prices dipped moderately. Lamb buying 
was sluggish and a slight decrease occurred in prices. Following 
the increase in hog prices, lard futures rose noticeably 

Cotton prices on the New York Cotton Exchange strengthened 
during the week. Prospects of a sharp cut in acreage allotments 
next year and the expectation of increased exports to France and 
Spain stimulated buying. United States exports of cotton for the 
week ended on Tuesday, a week ago, were estimated at 115,000 
bales compared with 136,000 bales a week earlier and 133,000 bales 
in the similar week last year. For the season through May 6, 
exports amounted to about 4,488,000 bales as against 6,110,000 bales 
in the comparable period last season, 


Trade Volume Rose Somewhat Last Week on Heavy 
Mother’s Day Sales Promotions But Was Fractionally 
Under Like Period in 1957 

Extensive Mother’s Day sales promotions and sunny weather 
over the week-end in some regions helped boost total retail sales 
over the prior week, but volume slipped fractionally below a year 
ago. Best-sellers were women’s fashion accessories, some electric 
appliances and candy. Spot checks show that interest in new and 
used passenger cars expanded somewhat, but year-to-year declines 
continued to prevail. 

The total dollar volume of retail trade in the period ended 
on Wednesday of last week was from 3% below to 1% higher than 
a year ago, according to spot estimates collected by Dun & Brad- 
street, Inc. Regional estimates varied from the comparable 1957 
levels by the following percentages: Pacific Coast States 0 to +-4%; 
South Atlantic and East South Central —2 to +2; West South 
Central —3 to +1; Middle Atlantic, West Coast Central and 
Mountain —4 to 0; New England and East North Central States, 
—5 to —1%. 

Department store sales on a country-wide basis as taken from 
the Federal Reserve Board’s index for the week ended May 10, 
1958, decreased 4% below the like period last year. In the pre- 
ceding week, May 3, 1958, a decrease of 8% was reported. For 
the four weeks ended May 10, 1958, a decrease of 4% was re- 
ported. For the period Jan. 1, 1958 to May 10, 1958 a decrease of 
3°o was recorded below that of 1957. 

Retail trade sales volume in New York City the past week 
was unchanged to 5% below the similar week a year ago, trade 
observers reported. 

Rain proved to be a deterrent to sales during the week, 
though some strength was noted ‘in the volume of fashion ac- 
cessories. 

According to the Federal Reserve Board’s index, department 
store sales in New York City for the weekly period ended May 10, 
1958 declined 3% below that of the like period last year. In the 
preceding week, May 3, 1958, a decrease of 6% (revised) was re- 
ported. For the four weeks ended May 10, 1958 a decline of 3% 
was reported. For the period Jan. 1, 1958 to May 10, 1958 no 


change was registered from that of the corresponding period in 
1957. 
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Halsey, Stuart Group 
Offers Central Hudson 
Gas & Electric Bonds 


Public offering of $18,000,000 
Central Hudson Gas & Electric 
Corp. 4's% first mortgage bonds 
due 1988 is being made today 
(May 22) by an _ underwriting 
group managed by Halsey, Stuart 
& Co. Inc. The bonds are priced 
at 102.172%% and accrued interest, 
to yield 4%. The group was high 
bidder for the issue at competitive 
sale yesterday, specifying a price 
of 101.38999°. for the bonds. 

Funds received from the sale of 
the bonds will be used by Central 
Hudson Gas & Electric to retire 
all outstanding short-term notes, 
proceeds of which were applied to 
the company’s construction pro- 
gram, and toward payment for fu- 
ture construction. 

The bonds will be redeemable 
at the option of the- company at 
prices ranging from 106.30% to 
100%, plus accrued interest. 

Central Hudson Gas & Electric 
has its principal office at Pough- 
keepsie, N. Y., and serves a terri- 
tory extending about 85 miles 
along the Hudson River and com- 
prising an area of some 2,500 
square miles containing a popula< 
tion of approximately 350,000 per- 
sons. The area served includes 
such cities as Poughkeepsie, Bea- 
con, Newburgh and Kingston. 

Operating revenues in 1957 to- 
taled $29,862,000 and net income 
$4,014,000. The ratio of 1957 earn- 
ings to fixed charges for the year 
was 5.20. 


Stern Brothers Adds 


KANSAS CITY, Mo.—Gerald D. 
Toms has been added to the staff 
of Stern Brothers & Co., 1009 Bal- 
timore Avenue, members of the 
Midwest Stock Exchange. He was 
previously with King Merritt & 
Co., Inc. 


With Newhard, Cook 


ST. LOUIS, Mo. — Walter J. 
Boyce has become associated with 
Newhard, Cook & Co., Fourth & 
Olive Streets, members of the 
New York and Midwest Stock Ex- 
changes. He was formerly with 
J. F. Lynam & Co. 


Joins A. M. Kidder Co. 


pecial to THe FINANCIAL CURONICLE) 
TAMPA, Fla.—Frank B. Stew- 
art has joined the staff of A. M. 
Kidder & Co., Inc., 506 Florida 
Avenue. He was formerly with 
Robert L. Ferman & Co. 


Bache Adds to Staff 


(Special to Tae FINaNncian CuRONICLE) 
CHICAGO, Ill.—Jacob L. Arnon 
has become connected with Bache 
& Co., 140 South Dearborn Street. 


Joins A. G. Becker Co. 


(Special to THE FrnancraL CHRONICLE) 
CHICAGO, Ill.—Herbert C. Lust 
has joined the staff of A. G, 
Becker & Co., Incorporated, 120 
South La Salle Street, members 
of the New York and Midwest 
Stock Exchanges. 


Rejoins Blunt Ellis 


(Special to Tur Frnancrat CHRONICLE) 

CHICAGO, I1l.—Robert L. Du- 
Gene has rejoined Blunt Ellis & 
Simmons, 208 South La Salle St., 
members of the New York and 
Midwest Stock Exchanges. He has 
recently been with Paine, Webber, 
Jackson & Curtis. 


With Smith, Moore 


(Special to Tue Frnanciat CHRONICLE) 

ST. LOUIS, Mo. — Thomas D. 
Adams is with Smith, Moore & 
Co., 509 Olive Street, members of 
the New York and Midwest Stock 
Exchanges. 
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We Cannot Take Chances 


With the 


action: first in the confidence 
which she shows to her fellow- 
‘nations: first in the heart of all 
the world. by reason of her friend- 
liness and helpfulness to the 
world.” 

America tried to be friendly 
and helpful. She was generous in 
thought and in action. But, none 
the less, the wounds of war fes- 
tered rather than healed, a great 
depression -came, Hitler rose, a 
second World War was fought. 
Then followed 12 years of great 
prosperity, but no real peace. The 
cold war was interrupted only by 
the outbreak of hot wars — in 
Korea and elsewhere. The boom 
was interrupted by two minor re- 
cessions, and each time came back 
stronger than before. Now we 
tave had the shock of a Russian 
Sputnik, and in our economy we 
are faced with a new recession. 
We are still trying to be friendly 
and helpful. We have won some 
friends, but not enough to make 
us feel secure. We are not first 
in the heart of all the world. We 
have been generous in thought 
and action, but still much of the 
world remains uncommitted and 
some of the committed seem in- 
clined to become uncommitted. 

In today’s world the winning of 
friends has become a competitive 
business. We are just beginning 
to realize the measure of our com- 
petitors. We find ourselves rivalled 
by the Soviets in military power, 
in brain power, and in economic 
growth. Now we see them in 
the fuller light of their mate- 
rial achievements, wearing the 
Khrushchev smile of confidence. 
We always knew they could out- 
number ‘us, outpromise us, and 
outbrag us. Now we realize we 
shall have to work hard to keep 
them from outarming us, out- 
thinking us, and outproducing us. 


Securing Our Pesition in the 
World 

We are making a reappraisal, 
and none too soon. It is incon- 
venient, even agonizing, and for a 
certainty it will be expensive. If 
uneasy, uncompromising rivalry is 
the only way the Communists will 
have it with us, then for our own 
survival, we have no choice but 
to match their challenge. How 
shall -we do it? 

I would not undertake to write 
a full prescription, but some things 
seem to me to be essential. 

First, for security and for con- 
fidence at home and abroad, we 
must keep our military power at 
unrivalled strength and in total 
readiness. This we should leave 
largely to our military experts 
and -governmental leaders. Too 
many others are trying to under- 
take the job. Most of us must 
content«ourselves with helping to 
pay the cost. 

Next, we must hold our allies 
and win new ones. This can’t be 
done with military programs 
alone. We shall have to outdo the 
Russians in their mounting cam- 
paign of economic warfare. They 
are getting tougher to beat on this 
front, and right now it is the field 
where they’re pressing the battle 
hardest. The Russian system has 
some definite advantages in the 
short-term tactics of economic 
warfare, but in the long run its 
effectiveness must be dulled by 
the lengthy record of broken 
promises and the political strings 
with which the Soviet wraps every 
economic package. 

Our sharpest weapon on this 
front is an increased flow of 
trade and investment among the 


friendly and uncommitted nations 
of the world. We can’t afford to 
surrender the initiative in trade. 
Weshouldn’texpect—and shouldn't 








Business Slump 


hope — to preclude the Russians 
from all trade with the non- 
Communist world, but we must 
not let that world become so de- 
pendent upon Russian materials 
and markets as to be subject to 
Russian domination. Economic de- 
pendence means political depend- 
ence. To use our trade weapon 
effectively, we must work to ease 
trade barriers, including our own, 
and must contend everywhere 
against needless controls, quotas, 
subsidies, defaults, confiscations 
—ugly heads that snap higher and 
higher with each nationalistic 
goose step. No, let’s not engage 
in economic warfare with our 
friends and allies. The Russians 
will be enough of a foe. 


Urges We Cure Our Recession 


There is at least one more ur- 
gent requirement that the grave 
world situation imposes on us. It 
is the curing of our economic re- 
cession at the earliest possible 
moment. Recession is a bad thing, 
and bad for our world strategy. 
The present one has high signifi- 
cance in the cold war and in our 


national defense. If it should 
worsen, and become prolonged, 
und spread to the economies of 


our Western allies and the rest 
of the free world, we could lose 
the cold war without firing a shot. 
The world would believe, as Com- 


munism always has said, that 
capitalism carries within it the 
seeds of its own destruction. We 
must see the recession in the 


framework of our world struggle. 
In other circumstances it would 
be urgent, but less urgent than it 
is now. 

Nor can we look only at the 
present degree of recession. The 
current slump is more severe than 
the two previous ones since World 
War II, but not so bad as that of 
1937-38, and certainly it bears 
little resemblance to that of the 
early °30’s. What we must not do 
in this recession, however, is gam- 
ble with the possibility of its be- 
coming worse. Too much is at 
stake; we can’t take chances. 

The recession is the result of 
the excesses of the boom as all 
recessions are the result of all 
booms. Some said there was no 
boom — just normal American 
growth with its built-in stabi- 
lizers. The truth of the matter is— 
there was a boom, a big boom, It 
was a war boom and a postwar 
boom that lasted for 17 years. 
That is a long life for any boom. 
The deep roots of the 12 year 
postwar boom were the almost in- 
satiable demand for civilian goods, 
buildings and services that fol- 
lowed the austerity of ten years 
of depression and five years of 
war, and the immense supply of 
money created to finance the war 
and to peg war bonds at par after 
the war. 

Consumers bought and bought, 
borrowed and borrowed; eventu- 
ally they overbought and over- 
borrowed. There was intense com- 
petition to supply the long-de- 
ferred civilian wants, made effec- 
tive by plenty of money and 
credit, and everywhere business 
and industry built and built, and 
finally overbuilt. Excesses oc- 
curred in all parts of the economy, 
as we hurried to use up in ad- 
vance the prosperity of the next 
year and perhaps the year after. 
“Boom now, pay later” became 
our slogan, and now we are pay- 
ing with the inevitable letdown 
that comes after a spree. 

The culminating excesses, the 
ones that marked the end of the 
boom, came in the capital expend- 
itures field. We will have to go 
through a catching-up period be- 
fore we can expect a strong re- 
surgence of canital ou‘lav: Tou 





we cannot look to this part of the 
economy for a quick lift to get 
us out of the recession. It was the 
“pep pill” of the economy during 
1956 and part of 1957, but now 
that phase is past. 


What Can Government Do? 


Where shall we look for a force 
to stop the downtrend and start 
us toward new growth — on a 
steady, sustainable basis, not one 
of frenzied boom? Many people, 
as might be expected, are looking 
to Washington or some state capi- 
tal, asking that it spend more or 
subsidize more, or protect or reg- 
ulate more. There is hardly a 
sector of business that is not at 
government’s door these days 
making a howl about something. 
Many are saying, “Please lay off 
us with regulation or other inter- 
ference,” or “Please lay on our 
competitors as you do on us,” or 
“For Heaven's sake, give us regu- 
lation, or subsidy, or protection 
such as our competitors already 
enjoy.” No wonder our legislators 
are confused and confounded. I 
am surprised that they do as well 
as they do. 


The distressing thing about so 
many of the recession cures being 
proposed is that they represent 
mere artificiality, more govern- 
ment, more subsidy, more special 
consideration for this group or 
that. While some real emergen- 
cies may have already developed 
—that may require special help— 
too many are using the recession 
to justify more government activ- 
ity in one field or another. 

$5 Billion Tax Cut 

The helptul course for govern- 
ment to take at this time lies in 
the opposite direction. Not more 
participation in the economy, but 
less. The best anti-recession move 
for government would be to lessen 
the tax burden—an _ across-the- 
board remission of income taxes, 
both personal and corporate, in 
such percentage as will give ma- 
terial encouragement to all pri- 
vate sectors of the economy. As 
things now stand, I believe we 
should lessen—by say, five billion 
dollars, or perhaps more — the 
drain of taxes upon incomes this 
year. We should do it simply and 
speedily—the same percentage to 
apply to all taxpayers, whether 
individuals or companies. Thus 
the unleashing of economic power 
would find its way into all lines 
—consumer goods, autos, housing, 
plant modernization. 


I urge this move plainly and 
simply as medicine for the econ- 
omy. The dose is not intended to 
be habit -forming. The patient 
must realize that as soon as he is 
well, he goes off the prescription. 

The action proposed must not 
be encumbered with time-con- 
suming debate over tax reform. 
Much as reform is needed, it will 
have to wait for more leisurely 
treatment. Nor is there room for 
any social-objective riders to be 
attached. 

The course I have outlined is, I 
believe, the course of prudence in 
today’s circumstances. Our econ- 
omy is as much a weapon in the 
struggle for survival as are our 
rockets and our missiles. We can’t 
afford a long slump in business. 
Negative forces feed upon them- 
selves and extend themselves. The 
recession might cure itself if left 
alone, but it might not, and to 
rock along and gamble that it will 
do so would be taking more of a 
chance than we should. 

In stressing tax relief, I do not 
overlook the role of monetary 
policy in countering the recession. 
Continued action by the Federal 
Reserve is needed to keep the 
money climate one of availability. 
This is a good time to make fur- 
ther progress in bringing reserve 
requirements down to realistic 
levels. The objective should not 
be, however, a money market 
sloppy with ease. Monetary ease 


is only the climate fer ree 


t i? 


motive power for an upturn. Car- 
ried beyond reason, it merely re- 
sults in loose credit, loosely ex- 
tended. To spark an upturn, some 
additional, vitalizing force is 
needed. It is to supply such a force 
that I propose tax remission. 


I make this recommendation re- 
garding taxes knowing that it puts 
me in opposition to a great many 
people with whom, more often 
additional, vitalizing force is need- 
than not, I agree on economic 
matters. Likewise it seems to put 
me in accord with quite a few 
with whom, more often than not, 
I disagree. I don’t think either 
facts requires apology. Actually, a 
tax remission isn’t such a wild 
thing to do. We have done it 
before. 


States Immediate Problem Is 
Deflation 


Most of the opposition is based, 
I think, on the contention that a 
tax cut would be inflationary be- 
cause it would increase the budget 
deficit. Now I do not yield to any 
man in my dread of inflation, nor 
in my conviction that it is the 
number-one long-term economic 
problem for this country. But 
there are short-term problems as 
well as long-term ones, and the 
immediate problem right now is 
not inflation, but deflation. Too 
many people are fighting the 
wrong battle today—they have the 
guns trained on inflation while 
the enemy is in the other direc- 
tion. Even from the long-range 
viewpoint, the greatest danger of 
inflation lies in the drastic meas- 
ures to which we will be forced if 
the present recession degenerates 
into a depression and mass unem- 
ployment results. Inflation is the 
product of depression, or of war, 
or of monetary nonsense. If we 
avoid these, we will avoid infla- 
tion. 


I do not minimize the serious- 
ness of budget deficits. Too much 
deticit, too often, is itself mone- 
tary nonsense. We must make it 
clear that we are firmly deter- 
mined to return to a balanced 
budget, to avoid chronic inflation 
and to defend the value of the 
dollar. 


One of the worst causes of def- 
icits, however, is a depression, 
which shrinks incomes and there- 
fore shrinks tax receipts. A tax 
remission which stimulates recov- 
ery may generate enough addi- 
tional taxable income to offset the 
lower rate. We must remember— 
the government cannot spend tax 
rates; it can only spend tax rev- 
enues. If you’re going to milk a 
cow, you have to feed her. 

Some of the opposition to tax 
relief stems, I believe, from a 
feeling that the sins of the boom 
must be expiated, and that the 
only way to do it is by sweating 
out the slump, by suffering a lit- 
tle. It's the old Spartan deter- 
mination to show that we can take 
it, coupled perhaps with a belief 
that we'll be better off for the 
experience. 

It’s true that recessions prompt 
businesses to make needed adjust- 
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ments, to tighten up their effi- 
ciency. It is also true that the 
economy would fare much better 
if these adjustments were made 
during good times rather than bad. 
The cumulation of adjustments, 
when everyone is making them. at 
the same time, tends to deepen 
and prolong a recession rather 
than cure it. Let’s make adjust- 
ments where needed, but let’s not 
keep the recession going just to 
provide the proper background 
music for them, and in the future 
let’s not wait for slow times to 
put the house in order. 


Considers the Alternatives 


No recession cure is all we 
would like it to be. None is en~+ 
tirely free from undesirable side- 
effects. But, when we consider 
the alternatives — selective tax 
cuts; massive, slow-starting publie 
works; subsidies, tariffs and quotas 
-—-when we consider all the pro= 
posals being made, an across-the- 
board easing of the tax load ig 
the most consistent with the prin- 
ciples of a free economy. It gives 
a push to private spending and 
private investment, rather than 
intruding the hand of government 
further into men’s affairs. 

In brief, then the present state 
of business gives us concern, not 
alone for what it is but, even 
more, for what it may become if 
we don’t take action while mod- 
erate measures still have a good 
chance of success. 

Analyzing a basketful of statis- 
tical indicators, cliff-hanging from 
one unemployment figure to the 
next, clutching at shreds of good 
news — or bad — and stretching 
them to fit preconceived iorecastg 
—these things do not cure a re- 
cession. 

No, we must fight deflation, ag 
we must fight inflation, and in 
doing so we must learn not to 
expect perfection, though we must 
always vigorously seek it. We 
should remember that an uninter-~ 
rupted rise in prices, wages, prof- 
its, production and employment ig 
not a law of nature and that in- 
evitably there will be some ups 
and downs. Our job is to moderate 
the ups and downs; and I am con- 
fident that, if we apply good 
anti-recession medicine to our 
present ills and if we stop crying 
for the moon and content our- 
selves with a good level of busi- 
ness and a good level of employ- 
ment, we shall achieve them 
before long. 

And, finally, with this accom- 
plished, with adequate military 
power well coordinated and well 
maintained, and with strong and 
fiiendly allies by our side, we can 
stop ow shivering and once more 
move forward with confidence in 
the direction of a more certain 
peace and a more secure pros- 
perity. 


With H. O. Peet 


KANSAS CITY, Mo.—Robert L. 
Smart is now with H. O. Peet & 
Co., 23 West 10th Street, members 
of the New York and Midwest 
Stock Exchanges. 
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Securities Now 


Aeronca Manufacturing Corp. 
Feb. 10 (letter of notification) 5,000 shares of common 
stock (par $1). Price—$6 per share. Proceeds—To go to 
selling stockholder. Office—Germantown Road, Middle- 
town, Ohio. Underwriter—Greene & Ladd, Middletown, 
Ohio. 
* Altoscan Co. 
May 8 (letter of notification) 150,000 shares of common 
stock (par 10 cents). Price—$2 per sare. Proceeds—For 
engineering, manufacture of static test, preparation of 
design data and working capital. Office—45 West Scott- 
dale Road, Lansdowne, Pa. Underwriter—None. 


American-Caribbean Oil Co. (N. Y.) 
Feb. 28 filed 500,000 shares of common stock (par 20¢). 
Price—To be supplied by amendment. Proceeds — To 
discharge current liabilities and to drill ten wells. Un- 
derwriters—To be named by amendment. 

American Durox Corp., Englewood, Colo. 
May 1 filed 2,500,000 shares of common stock (par $1). 
Price—$2 per share. Proceeds—For construction of new 
plant and esteblishment of the business at Tampa, Fla., 
including payment of the balance due on a plant site. 
Underwriter—I. A. I. Securities Corp., 3385 S. Bannock 
Street, Englewood, Colo. 


American Mutual Investment Co., Inc. 
Dec. 17 filed 490,000 shares of capital stock. Price—$10.20 
per share. Proceeds—For investment in first trust notes, 
second trust notes and construction loans. Company may 
develop shopping centers and build or purchase office 
buildings. Office — 900 Woodward Bldg., Washington, 
D. C. Underwriter — None. Sheldon Magazine, 1201 
Highland Drive, Silver Spring, Md., is President. 

Anderson Electric Corp. 
Dec. 23 (Jetter of notification) 14,700 shares of class B 
common stock (par $1). Price—$12 per share. Proceeds 
—To go to selling stockholders. Office-— 700 N. 44tb 
Street, Birmingham, Ala. Underwriters — Cruttenden, 
Podesta & Co., Chicago, Ill.; and Odess, Martin & Herz- 
berg, Inc., Birmingham, Ala. 

Anita Cobre U. S. A., Inc., Phoenix, Ariz. 
Sept. 30 filed 85,000 shares of common stock. Price—At 
par ($3.75 per share). Preceeds—For investment in sub- 
sidiary and working capital. Underwriter—Selected Se- 
curities, Inc., Phoenix, Ariz. 


Appalachian Power Co. (5/27) 
April 23 filed $25,000,000 of first mortgage bonds due 
1988. Proceeds—To repay bank loans and for construc- 
tion program. Underwriter—To be determined by com- 
petitive bidding. Probable bidders: Halsey, Stuart & Co. 
Inc.; The First Boston Corp.; Kuhn, Loeb & Co. and 
Eastman Dillon, Union Securities & Co. (jointly); Har- 
riman Ripley & Co. Inc. Bids—To be received up to 11 
_ (EST) on May 27 at 30 Church St., New York 8, 


Arkansas Western Gas Co. (5/29) 
May 5 filed 55,774 shares of common stock (par $5) to 
be offered for subscription by stockholders of record 
May 28, 1958, at the rate of one additional share for each 
10 shares then held; rights to expire on June 17. Price 
—$15 per share. Proceeds—For property additions and 
improvements. Office—Fayetteville, Ark. Underwriter 
-—None. 

Bankers Fidelity Life Insurance Co. 
Feb. 28 filed 258,740 shares of common stock (par $1), 
of which 125,000 shares are to be offered publicly and 
133,740 shares to employees pursuant to stock purchase 
options. Price—To public, $6 per share. Proceeds—For 
expansion and other corporate purposes. Office — At- 
lanta,Ga Underwriter—None. 


® Bankers Management Corp. 

Feb. 10 filed 400,000 shares of common stock (par 25 
cents.) Price—$1 per share. Proceeds—To reduce out- 
standing indebtedness and for working capital. Office— 
Houston, Texas. Underwriter — McDonald. Holman & 
Co., Inc., New York. Offering—Expected late in May 
or early in June. 


® Bankers Southern, Inc. (5/26-29) 

April 14 filed 8,934 shares of common stock. Price—At 
par ($100 per share). Proceeds—For general corporate 
purposes. Underwriter — Bankers Bond Co., Louis- 
ville, Ky. 


Bishop Oi! Co., San Francisco, Calif. 

Feb. 27 filed 112,565 shares of common stock (par $2) to 
be offered for subscription by common stockholders 
on the basis of one new share for each five shares held 
Price—To be supplied by amendment. Proceeds—For re- 
duction of bank loans, expansion and general corporate 
purposes Underwriter—Hooker & Fay. San Francisco 
Calif. Offering — Indefinitely postponed. Alternate 
means of financing studied. 


® Blacksmith Shop Pastries Inc., Rockport, Mass. 
Sept. 17 (letter of notification) $100,000 of 642% deben- 
tures dated Sept. 16, 1957 and due Sept. 15, 1972 and 
40,00) shares of capital stock (par $1) to be offered 
in units of one $50 debenture and 20 shares of capital 
stock. Price—$90 per unit. Proceeds—To retire mort- 
gage notes and for working canital Wnderwriter —Mann 
, mace Salem, Mass. Offering was subsequently with- 
awn, 


Builders Loans Inc. 
March 27 (letter of notification) 40,000 shares of 17142¢ 


preferred stock (par $1). Price—$2.50 per share. Pro- 
ceeds — To selling stockholder. Office — Los Angeles, 





The Commercial and Financial Chronicle 





in Registration 


Calif. Underwriter—Daniel D. Weston & Co., Inc., Bev- 
erly Hills, Calif. 
Campbell Chibougamau Mines Ltd. 

March 10 filed 606,667 shares of capital stock (par $1). 
of which 506,667 were issued in connection with the ac- 
quisition of all the assets of Yorcan Exploration Ltd 
(latter proposes to distribute said shares ratably to its 
stockholders of record Dec. 16, 1957). The remaining 
100,000 shares are to be sold for the account of the Estate 
of A. M. Collings Henderson on the American and To- 
ronto Stock Exchanges. Price—At market. Preceeds— 
To selling stockholders. Office—Toronto, Canada. Un- 
derwriter—None. 


Central Mortgage & Investment Corp. 
Sept. 12 filed $5,000,000 of 20-year mortgage bonds and 
500,000 shares of common stock (par five cents) to be 
offered in units of $100 of bonds and 10 shares of stock 
Price—$100.50 per unit. Proceeds—For purchase of first 
mortgages or to make first mortgage loans and for con- 
struction business. Office—Miami Beach, Fla. Under- 
writer—Aetna Securities Corp., New York. Offering— 
Date indefinite. Statement effective Mareh 12. 


Chase Fund of Boston (6/3) 
April 24 filed 1,000,000 shares of capital stock (par $1). 
Price—-$10 per share. Proceeds—For investment. Under- 
writer—Shearson, Hammill & Co., New York. 
® Chesapeake Instrument Corp., Shadyside, Md. 
April 30 (letter of notification) $275,000 of 5% 10-year 
convertible debentures to be offered for subscription by 
stockholders on the basis of $100 of debentures for each 
40 shares of common stock held. Price—At par. Pro- 
ceeds—To repay bank loans, for addition to plant and 
for working capital. Underwriter—Drexel & Co., Phila- 
delphia, Pa. 

Cobb (John), Inc. 
April 24 (letter of notification) 150,000 shares of com- 
mon stock (par 25 cents). Priee—$1 per share. Proceeds 
—For general corporate purposes. Office—1182 Broad- 
way, New York, N. Y. Underwriter—B. Fennekohl] & Co., 
205 E, 85th Street, New York, N. Y. 

Commerce Oil Refining Corp. 
Dec.. 16 filed $25,000,000 of first mortgage bonds due 
Sept. 1, 1968, $20,000,00 of subordinated debentures due 
Oct, 1, 1968 and 3,000,000 shares of common stock to be 
offered in units as follows: $1,000 of bonds and 48 shares 
of stock and $100 of debentures and nine shares of stock 
Price—To be supplied by amendment. Proceeds — To 
construct refinery. Underwriter—Lehman Brothers, New 
York Offering—Indefinite. 


* Community Public Service Co. (6/17) 

May 15 filed $3,000,000 sinking fund debentures due 
June 1, 1978. Preceeds—To repay bank loans and for 
construction program. Underwriter—To be determined 
by competitive bidding. Probable bidders: Halsey, 
Stuart & Co. Inc.; Kidder, Peabody & Co. and White, 
Weld & Co. (jointly). Bids—Expected to be received 
up to 11 a.m. (EDT) on June 17 at 90 Broad Street. 
New York, N, Y. 

Consolidated Edison Co. of N. Y., Inc. (6/3) 

March 3 filed $50,000,000 of first and refunding mortgage 
bonds, series O, due June 1, 1988. Proceeds—To retire 
short-term bank loans and for construction program 
Underwriter—To be determined by competitive bidding 
Probable bidders: Halsey, Stuart & Co. Inc.; Morgan 
Stanley & Co.; The First Boston Corp. Bids—To be re- 
ceived by company up to 11 a.m. (EDT) on June 3. 
® Cosmos Industries, Inc. (6/9) 
April 16 filed 280,000 shares of common stock (par 10 
cents). Price—$2.50 per share. Preceeds—To pay bank 
loans and for working capital and other corporate pur- 
poses. Underwriter—Netherlands Securities Co., Inc., 30 
Broad St., New York (not Mortimer B. Burnside & Co. 
Inc. as previously reported in the “Chronicle” of May 
15). 

Counselors Research Fund, tInc., St. Louis, Mo. 
Feb. 5 filed 100,000 shares of capital stock, (par one 
cent). Price—At market. Proceeds—For investment. 
Underwriter — Counselors Research Sales Corp., St. 
Louis. Robert H. Green is President. 


* Crown Western Investments, Inc., Dallas, Texas 
May 16 filed (by amendment) 350,000 shares of Diversi- 
fied Income Fund Series D2. Price—At market. Pro- 
ceeds—For investment. 


Cuban-Venezuelan Oil Voting Trusts, 
Havana, Cuba 
March 31 filed 767,838 units of voting trust certificates, 
each certificate representing the ownership of one share 
of common stock (par one-half cent) in each of 24 
Cuban companies. Price—To be supplied by amend- 
ment. Preceeds—For capital expenditures, exploration 
costs and other corporate purposes. Underwriter—None. 


Daybreak Uranium, Inc., Opportunity, Wash. 
Jan. 29 filed 1,156,774 shares of common stock (par 10 
cents), of which 630,000 shares are to be offered for ac- 
count of company and 526,774 shares for selling stock- 
holders. Price—At market. Proceeds—For exploration 
and drilling costs and other corporate purposes. Under- 
writer—Herrin Co., Seattle, Wash. 


% Delaware Power & Light Co. (6/17) 


May 21 filed $25,000,000 of first mortgage and collateral 
trust bonds due 1988. Proceeds—To refund $15,000,000 
of 5% bonds due 1987 and to repay bank loans and for 
construction program. Underwriter—To be determined 
by competitive bidding. Probable bidders: Halsey, Stuart 
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& Co. Inc.; White, Weld & Co. and Shields & Co. (joint- 
ly); Eastman Dillon, Union Securities & Co.; The First 
Boston Corp: and Blyth & Co. Inc. (jointly); Merrill 
Lynch, Pierce, Fenner & Smith and Kidder, Peabody & 
Co. (jointly). Bids—Expected to be received up to 11:30 
a.m. (EDT) on June 17. 
% Denver Acceptance Corp., Denver, Colo. 
May 19 filed 1,000,000 shares of common stock (par $1). 
Price—$2 per share. Proceeds—To engage, through one 
or more subsidiary companies to be formed or acquired, 
in the business of writing life insurance and annuity 
policies. Underwriter—-DAC Securities Corp., Denver, 
Colo. 

Dixon Chemical & Research, Inc. 
Dec. 24 filed 165,625 shares of common stock (par $1). to 
be offered for subscription by common stockholders at 
the rate of one new share for each four shares held. 
Price—To be supplied by amendment. Preceeds—For 
expansion and general corporate purposes. Office — 
Clifton, N. 1. Underwriter—-P. W. Brooks & Co., Inc., 
New York. Offering-—-lidefinitely postponed. Other fi- 
nancing may be arranged 


Ocmestic Finance Group Inc. 
April 3 (letter of notification) 30,000 shares of 70-cent 
cumulative preferred stock, series A. Priee—At par ($10 
per share). Proceeds bor general corporate purposes, 
Office—112A North Green St., P. O. Box 3467, Greens- 
boro, N. C. Underwriters —-United Securities Co., Greens- 
boro, N. C. and McCarley & Co., Asheville, N. C. 


Dresser tndustries, Inc. 
Feb. 28 filed 128.347 shares of common stock (par 50¢) 
being offered in exchange for outstanding common stock 
of the Elgen Corp. on the basis of one share of Dresser 
Industries common for 3.4 shares of Elgen’s common. 
No exchanges will be made unless the exchange offer 
is accepted by the holders of at least 80% of the out- 
standing Elgen common, and Dresser will not be obli- 
gated to consummate any exchanges unless the offer 
is accepted by the holders of at least 95% of the out- 
standing Klgen common. The offer will expire on June 
17, unless extended. Underwriter—None. 


® Elsin Electronics Corp. 

May 1 (letter of notification) 265,266 shares of common 
stock (par two cents). Price—$1.121!2 per share. Pro- 
ceeds—To repay bank loan; to purchase new equipment 
and for ‘working capital. Officee—617-33 Brooklyn Ave., 
Brooklyn 3; N. Y. Underwriter—Lee Co., New York, N. Y. 
Offering—Expectead early in June, 


Ethodont Laboratories, Berkeley, Calif. 
Feb. 20 filed 300,000 shares of common stock. Price— 
At par ($5 per share). Proceeds—To cover operating 
expense during the development period of the corpora- 


Expanded Shale Products, inc., Denver, Colo. 
Jan. 29 filed 60,000 shares of common stock (par $1) and 
$180,000 of 6% callable unsubordinated unsecured deben- 
ture notes due 1960-1964 to be offered in units of $600 
of notes and 200 shares of stock. Price—$1,000 per unit. 
Proceeds—F or construction of plant, working capital and 
other corporate purposes. Underwriter—Minor, Mee & 
Co., Albuquerque, N. M. 


*% Fall River Electric Light Co. (6/18) 

May 16 filed $3,000,000 of first mortgage and collateral 
trust bonds due April 1, 1988. Proceeds—Together with 
other funds. to purchase at par $1,110,000 of debenture 
bonds and $950,000 par valve of commen steck of Mon- 
taup Electric Co., and to repay $2,050,000 of shert-term 
bank loans. Underwriter — To be determined by com- 
petitive bidding. Probable bidders: Halsey, Stuart & Co. 
Inc.; Estabrook & Co. and Stone Webster Securities Corp. 
(jointly). Bids—Expected to be received up te 11 a.m. 
(EDT) on June 18. 


Famous Virginia Foods Corp. 

Jan. 30 (letter of notification) 19,500 shares of common 
stock (par $5) and 390 common stock purchase warrants 
to be offered in units of 50 shares of stock and one 
warrant. Price—$500 per unit. Preceeds—For equip- 
ment and working capital. Office—922 Jefferson St., 
Lynchburg, Va. Underwriter — Whitney & Co., Inc., 
Washington, D. C. 


Fidelity Bankers Life Insurance Corp. 

March 7 filed 450,000 shares of cummon stock (par $1) 
to be offered for subscription by holders of outstanding 
stock on a pro rata basis; thereafter the balance remain- 
ing, if any, will be offered to the public. Price—$5 per 
share to stockholders; and to the public at a price to be 
determined. Proceeds — For expansion and ~ther cor- 
porate purposes. Office—Richmond, Va. Underwriter— 
None. 


First Backers Co., inc., Clifton, N. J. 

April 7 filed $1,000,000 of 12% notes, payable nine 
months after date of issue in units of $100 or in mul- 
tiples thereof. Priee—i00% of principal amount. Pro- 
ceeds—To be used solely for purchase of notes and other 
indebtedness issued in payment for improvements on 
homes and secured by mortgages or other liens wpon the 
improved properties. Underwriter—None. 


Fluorspar Corp. of America 
Dec. 26 filed 470.000 shares of common stock (par 25 
cents). Price—$3 per share. Proceeds—For exploration 
work and working capital. Office — Portland, Ore. 
Underwriter -T be named by amendment. Sol Gold- 
berg is President. 
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® Forest Laboratories, Inc. 

March 26 filed 150,000 shares of capital stock (par 10 
cents). Priee—$2.50 per share. Preceeds—For sales pro- 
motion of company’s products, working capital, addi- 
tional inventory and accounts receivable, for research 
and development and for other general corporate pur- 
poses. Office—Brooklyn, N. Y. Underwriters—H. Car- 
roll & Co., Denver, Colo.: and Alfred.L. Powell Co., 
New York. Offering—Expected early:in June. 


Four Corners Oil & Gas Co., Denver, Colo. 
March 25 filed 400,000 shares of common stock (par $1). 
Price—$3 per share. Proceeds—To pay off debts and for 
drilling and exploration costs. Underwriters—None. 


% General American Transportation Corp. . 
. May 16 filed 100,000 shares of common stock (par $2.50) 
to be issued pursuant to. the: company’s Stock Option 
Plan. 


Genera! Aniline & Film Corp., New York 
Jan. 14, 1957 filed 426,988 shares of common A stock (no 
par) and 1,537,500 shares of common B stock (par $1). 
Proceeds—To the Attorney General of the United States. 
Underwriter—To be determined by competitive bidding 
Probable bidders: Blyth & Co., Inc., and The First Bos- 
ton Corp. (jointly); Kuhn, Loeb & Co.; Lehman 
Brothers, and Glere, Forgan & Co. (jeintly). Bids—Had 
been scheduled to be received up to 3:45 p.m, (EDT) on 
. May 13 at Roem 654, 101 Indiana Ave., N. W., Washing- 
ton 25. D. C., but bidding has been postponed. 
- % General Crude Oil Co. ' me 
May !2 (letter of notification) an estimated: 6,750 shares 
of common stock (par. $2.50) to be» purchased.on the 
open-market by trustees under the company’s Stock 
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Purchase Plan. Proceeds — To pay for the stock pur- 
chased. Officee—420 Bank of the Southwest Bldg., Hous- 
ton, Texas. Underwriter—None. 


General Devices, iInc., Princeton, N. J. 

March 31 (letter of notification) 40,000 shares of com- 
mon stock (par $1) to be offered for subscription by 
stockholders at the rate of approximately 18.5 shares 
for each 100 shares held about April 15; unsubscribed 
shares to public. Price—$3.50 per share. Proceeds—For 
Sa equipment and working capital. Underwriter 
—None. 

Georgia Casualty & Surety Co., Atlanta, Ga. 
May 6 filed 450,000 shares of common stock (par $1). 
Price—$6 per share. Proceeds — For general corporate 
purposes. Underwriter—Buckley Enterprises, Inc. 


® Getty Oil Co., Weimington, Del. 

April 11 filed 2,170,545 shares of common stock (par $4) 
being offered in exchange for capital stock (par $5) of 
the Mission Development Co., on basis of one share of 
Getty stock for each 1.2 shares of Development stock, or 
five shares of Getty for six shares of Development stock 
Offer to expire on June 25 at 3:30 p.m. (EDT). 


®@ Glassheat Corp. (6/9-13) 

Feb. 12 (letter of notification) 150,000 shares of class A 
common stock (par 10 cents). Price—$2 per share. Pro- 
ceeds—For general corporate purposes. Office—1 E 
35th Street, New York 16, N. Y. Underwriter—James 
Anthony Securities Corp., 37 Wall St., New York 5, N. ¥ 

Gly Inc. 

March 4 (letter of notification) 300,000 shares of com- 
non stock (par 30 cents). Price—$1l per share. Proceeds 
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May 23 (Friday ) 


Simplicity Pattern Co., Inc..-.--.------- Common 
Lee Higginson Corp.) 112,50C° shares 


May 26 (Monday) 


Bankers Southern Inc._-..---------.----Common 
(Bankers Bond Coa.) $893,400 
North American Merchandising Co.__._.___Common 
‘McDonald, Holman & Co., Inc.) $300,000 
Wee eee, a2. 2 ae Common 


(Charles Plohn & Co. and Clayten Securities Corp.). 
200,000 shares 


Willer Color Television System, Inc. , 
(Edwin Jefferson) $206,105 A 


May 27 (Tuesday) 


pe eS, ee ee Bonds 
(Bids 11 a.m. EST) $25,000,000 
Oda. 4Gtty.. ef); Merwansy: = 2 2. s-.----.-..- Bonds 


(Kuhn; Loeb & Co., Harriman Ripley & Co. Inc., Lazard 
Freres & Co., and Smith, Barney & Co.) $11,000,000 


Rorer (William. H.), Inc...-------------- Common 
(Kidder, Peabody & Co. and Schmidt, Poole, Roberts & Parke) 
100,000 shares 
Transcontinental Gas Pipe Line Corp._---~-- Bonds 
(White, Weld & Co., and Stone & Webster Securities Corp.) 
$25,000,000 


Transcentinental Gas Pipe Line Corp.___Preferred 
(White, Weld & Co., and Stone & Webster Securities Corp.) 


$15,000,000 
May 28 (Wednesday) 
Walker-Seott Corp... .-=---2------<---- Debentures 
(Eastman Dillion, Union Securities & Co.) $900,000 
Walker-Seott Corp. _.----------~ A ay Common 


(Eastman Dillon, Union Securities & Co.) 40,000 shares 


May 29 (Thursday) 


Arkansas Western Gas Co._-_----- Se Oe Common 
(Offering not underwritten) $836,610 


Illinois Bell Telephone Co.___--=-..-.--- Common 
(Offering to stockholders—no underwriter) $87,079,200 


June 2 (Monday) 


Household Gas Service, Inc._---~-- _____Debentures 
(Mohawk Valley Investing Co., Inc.) $60,000 
Technology Instrument Co._-.-~--------- Common 


(Ss. D. Puller & Co.) $2,600,000 
June 3 (Tuesday) 


Chaise Dund ot BEGG... cnconncccncoesocns Capital 
(Shearson, Hammill & Co.) $10,000,000 
Consolidatea Edison Co. of N. Y. Inc...---- _-Bonds 


‘Bids 11 a.m. EST) $50,000.000 


Jefferson. Lake Petrochemicals of Canada 
Ltd 


(Hornblewer & Weeks: Robert Garrett & Sons; and 
Gairdner & Co., Ltd.) $3,330,000 
Pennsylvania Power Co.__..____-_--.---Preferred 


‘Bids to be invited) 60,000 shares 


June 4 (Wednesday ) 
Texas Eastern Transmission Corp. _----- Preferred 
(Dillon, Read & Co. Inc ) $25,000,000 


June & (Thursday) 


Florida Public Utilities Co.._...._..__._._..Common 
(Siarkweather & Co.; Clement A. Evans & Co.; and 
White, Weld & Co.) 23,500 shares 


Owens-Illinois Glass Co.___---- Siege Debentures 
(Lazard Preres & Co. and Goldman Sachs & Co.) $50,000,000 


June 9 (Monday) 


Ce ON 5b bcdhcew bedi cletccceced Common 
(James Anthony Securities Corp ) $300,000 
Southern Union Gas Co._-.-.------------ Preferred 
(Snow, Sweeney & Co., Inc., and A. C. Allyn & Co., Inc.) 
$3,000,000 


tune 10 Tuesday) 
Rhodesia and Nyasaland (Federation of)_..Bonds 
«Dillon, Read & Co. Inc.) $10,000,000 


Virginia Bax. 


% Power Co.. KBouds 
(Bids 11 a.m. EDT) $23,000,000 


June 11 (Wednesday) 
New England Power Co..-.-..---------.----- Bonds 


(Bids 11 a.m. EDT) $10,000,000 


Niagara Mohawk Power Corp.___-..-.....-- Bonds 
(Bids 11 a.m. EDT) $50,000,000 
June 16 (Monday) 
Industro Transistor. Gots,............... Common 


(8. D. Fuller & Co.) 150,000 shares 


New England Telephone & Telegraph Co..._.Com. 
(Offering to stockholders—no underwriter) 735,245 shares 


Northern Virginia Doctors Hospital Corp..Common 
(Whitney & Co.) $300,000 


Oklahoma Gas & Electric Co...--..-..-..-- Bonds 
(Bids 11 a.m. EDT) $15,000,000 
June 17 (Tuesday) 
Community Public Service Co......-.- Debentures 
(Bids 11 a.m. EDT) $3,000,000 
Delaware Power & Light Co....--.---..... Bonds 
(Bids 11:30 a.m. EDT) $25,000,000 
Missiles-Jets & Automation Fund, Inc._--~- Common 


(Ira Haupt & Co.) $5,000,000 


June 18 (Wednesday) 


Fall River Electric Light Co..........------ Bonds 
(Bids 11 a.m. EDT) $3,000,000 


June 24 (Tuesday) 


Central :Titineis: BAG Gein. cnccscnecccoeos Bonds 
(Bids 11 a.m. EDT) $6,000,000 
Pacific Power. &-Light Co.................- Bonds 


(Bids 9 a.m. PDT) $20,000,000 


June 25 (Wednesday) 
ree Ge oe Debentures 
(Bids noon EDT) $40,000,000 
June 30 (Monday) 
Orange & Rockland Utilities, Inc......------ Bonds 
(Bids 11 a.m. EDT) $10,000,000 
July 1 (Tuesday) 


Chicago, Burlington & Quincy RR..---. Eq. Tr. Ctfs. 
(Bids to be invited) $4,650,000 
Florida Power Corp....... ...........-.....-Bends 
(Bids 11:30 a.m. EDT) $25,000,000 


Potomac Plastic Co................. Debs. & Stock 
(Whitney & Co.) $115,000 


July 8 (Tuesday) 


Loecieode Gee -COi.csdnccdeduococon “CE Pe Preferred 
(Lehman Brothers and Merrill Lynch, Pierce, Fenner & Smith) 
$8,000,000 
Northern States Power Co. (Minn.)-_--....-- Bonds 
(Bids 11 a.m. EDT) $30,000,000 
July 9 (Wednesday ) 

Cosmin: TA Nee Tn ns wa townnoees Common 
(Netherland Securities Co., Inc.) $700,000 
pe yg OG REE ee ee Bonds 
(Bids to be invited) $10,000,000 
New York Telephone Corp._-_-------------- Bonds 


(Bids to be invited) $60,000,000 


June 10 (Thursday) 


Southern Natural Gas Co._-.---------- Debentures 
(Bids to be invited) $30,000,000 


July 17 (Thursday) 


0 Ee: Se Bonds 
(Bids to be invited) $17,000,000 


August 26 (Tuesday) 


New England Telephone & Telegraph Co..._.Debens. 
(Bids to be invited) $40,000.000 


September 4 (Thursday) 


So a gi SE ar eee Bonds 
(Bids to be invited) $20,000,000 


Tampa 
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—For acquisition, development and operation of oi] 
and gas properties. Office—Bacon Bldg., 5th & Pime 
Sts., Abilene, Texas. Underwriter — Barth Thomas & 
Co., Ine., New York. 


* Great West Insurance Co. 

May 9 (letter of notification) 15,500 shares of common 
stock (par $10). Price—$15 per share. For 
capital and surplus. Office—2607 Dakota Avenue, South 
Sioux City, Neb. Underwriter—None. 


Guardian insurance Corp., Baltimore, Md. 
Aug. 16 filed 300,000 shares of common stock, of which 
200,000 shares are to be publicly offered and the remain- 
ing 100,000 shares reserved for issuance upon exercise 
o — ~—— are to be sold at 25 cents per warrant 
organizers, incorporators, management, and/or direc- 
tors. Price—$ 10 per share. ae ma working cap- 


a and general corporate purposes. Underwriter — 
one. 


H. & B. American Machine Co., Inc. 

May 9 filed $1,024,944 of 5% collateral notes, due June 
15, 1968 (subordinated) and 256,236 shares of common 
stock (par 10 cents) to be offered together with cash in 
exchange for the outstanding common stock (par $20) 
of General Trading Co. on the basis of (a) three shares 
of American Machine common (b) $12 principal amount 
of 5% notes, and (c) $5 in cash, for each of the 85,412 
outstanding shares of General Trading common stock. 
The offer is conditioned, among other things, upon its 
acceptance by holders of not less than 68,330 shares of 
the General Trading stock. Office—Culver City, Calif. 
Dealer-Manager — Kalman & Co., Inc., St. Paul, and 
Minneapolis, Minn. 


% Handicapped industries, Inc., Medford, Ore. 
May 12 (letter of notification) 50,000 shares of common 
stock. Price—$1 per share. Proceeds—For working cap- 
ital. Office—46 North Front St., Medford, Ore. Undere 
writer—None. 


* Hill-Vaientine Oil Co., Edgemont, S. D. 

May 19 (letter of notification) 31,410 shares of common 
stock. Price—At par ($1 per share). Preceeds—For ex- 
penses incidental to acquiring, exploring and developing 
oil and gas properties. Underwriter—None. 


Home Owners Life insurance Co. 

Nov. 1 filed 50,000 shares of class A common stock to be 
offered to the public at $5 per share and 116,366 shares 
xf class B common stock to be offered to stockholders 
at $6 per share at the rate of two new shares for each 
tive shares held. Proceeds-.-For working capital Offtee 
—Fort Lauderdale, Fla. Underwriter—None. Statement 
withdrawn. New filing covering 50,000 shares of common 
stock expected. 


® Household Gas Service, Inc. (6/2) 

May 1 (letter of notification) $60,000 6% convertible 
debentures dated June 1, 1958 and due June 1, 1973. 
Price—100% plus accrued interest (in denominations of 
$1,000 and $500). Proceeds—For repayment of debt and 
working capital. Office—Clinton, N. Y. Underwriter— 
Mohawk Valley Investing Co., Inc., Utica, N. Y. 


illinois Bell Telephone Co. (5/29) 

May 9 filed 870,792 shares of common capital stock to 
be offered for subscription by stockholders of record 
May 29, 1958, at the rate of one new share for each six 
shares held; rights to expire on June 30. Minority stock- 
holders own 5,934 shares. Price—At par ($100 per share), 
Proceeds—To repay advances from American Teleovhone 
& Telegraph Co., and for property additions and ims 
provements. Underwriter—None. 


Iindustro Transistor Corp. (N. Y.) (6/16-20) 
Feb. 28 filed 150,000 shares of common stock (par 10 
cents). Price—To be related to the market price. Pro- 
seeds—For working capital and to enlarge research and 
development department. Underwriter — S. D. Fuller & 
Co., New York. 


Insured Accounts Fund, Inc., Boston, Mass. 
May 12 filed 5,000 shares of common stock. Price—$5,000 
per share. Proceeds—For investment. Business—To in- 
vest primarily in share accounts insured by the Federal 
Savings and Loan Insurance Corp., in savings and loan 
associations throughout the country. Underwriter—None, 
Ben H. Hazen is President. 


janat, inc., Washington, D. C. 

July 30, 1957 filed $10,000,000 of 514-8% sinking fund 
debentures due Aug. 1, 1972 and 100,000 shares of com- 
mon stock (par 20 cents) to be offered in units of a $1,000 
sebenture and 10 shares of steck, or a $10U debenture 
and one share of stock Price—Pa: for debenture, plus 
$2 per share for each 10 shares of stock. Proceeds—For 
sonstruction of a shopping center and other capital im- 
jrovements; for retirement of present preferred shares; 
ind for working capital, etc. Underwriter—None 


* oe mn Lake Petrochemicals of Canada, Ltd. 
(6/3) 
May 7 filed 660,000 shares of common stock (par $1), of 
which 600,000 shares are to be offered to public, one-half 
in the U. S. and the rest in Canada. The other 60,000 
shares are to be reserved for purchase by underwriters 
through warrants. Price—$5.50 per share. Proceeds—For 
working capital and general corporate purposes; and 
to develop company’s projects in Canada. Underwriters 
—Hornblower & Weeks and Robert Garrett & Sons in 
the United States; and Gairdner & Co., Ltd. in Canada, 
Life insurance Securities Corp., Portiand, Me, 
March 28 filed 1,000,000 shares of capital stock (par $1). 
Price—$5 per share. Proceeds—To acquire stock control 
of “young, aggressive and expanding life and other in- 
surance companies and related companies and then to 
operate such companies as subsidiaries.” Underwriter— 
First Maine Corp., Portland, Me. 


Continued on page 40 
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% Mammoth Mountain Inn Corp., 

Beverly Hills, Calif. Powe 
Mav 20 filed $350.000 of 6% subordinated sinking fund 
debentures due 1968 and 70.000 shares of common stock 
(par $5) to be offered in units consisting of Sido of 
debentures and 20 common shares. Price — $200 per 
unit. Proceeds—For construction, equipment and work- 
ing capital. Underwriter—None. 

Mayfair Markets ‘ 
March £4 (letter of notification) 5,000 shares of 6% 
cumulative preferred stock (par $50) and 5,000 shares 
of common stock (par $1) to be offered in units of one 
share of preferred and one share of common stock. Price 
—$60 per unit. Proceeds—For working capital. Office— 
4382 Bandini Blvd., Los Angeles, Calif. Underwriter— 
None. 

% Mercantile Acceptance Corp. 

May 13 (etter of notification) $23,800 of 5'2% 12-year 
capital debentures. Priee—At par. Proceeds—Fer work- 
ing capital. Offiee—353 Montgomery Street, San Fran 
cisco. Calif. Underwriter —- Guardian Securiites Corp., 
San Francisco, Calif. 

® Missiles-Jets & Automation Fund, Inc. (6 17) 
May 8 filed 500.000 shares of capital stock (par $1). 
Price —Si0 per share. Proceeds—For investment. Under- 
writer—Ira Haupt & Co., New York. 

Motel Co. of Roanoke, Inc., Roanoke, Va. 

Nov. 1% (letter of votilication) 60,000 shares of Common 
stock (pur 40 cents). Priee—S5 per share. Proceeds— 
For purchase of land, construction aud working capital. 
Under writer—Soutneusiern Securities Corp., New York 

Municipal Investment Trust Fund. Inc. (N. Y¥.' 
May 9. 1957 filed 5,000 units of undivided interests in 
Municipal Investment Trust Fund, Series A. Price—At 
market, Proceeds—For investment. Sponsor—Ira Haupt 
®& Co.. New York. 

Murphy Corp., Ei Dorado, Ark. 

Mav 5 filed 71.958 shares of common stock (par $1) to 
be offered in exchange for outstanding common shares 
of Superior Refinery Owners, Inc., and Lake Superior 
Retining Co. (both of Superior, Wis.), at the rate of six 
shares of Murphy stock for each share of Superior Re- 
finery and Lake Superior stock; also in exchange for 
outstanding negotiable promissory notes and second 
mortgage notes of Superior Refinery, and for outstand- 
ing vegotiable promissory notes of Lake Superior, at 
rate of four shares for each $100 principal amount of 
such notes. Offer is conditional upon its acceptances by 
holders of at least 95% of the outstanding shares and 
notes of both companies. 

% National Distillers & Chemical Corp. 

May 19 tiled $2,300,000 of Interests in the company’s 
Employees’ Savings and Stock Purchase Plan, together 
with 100.000 shares of common stock (par $5) which 
may »e purchased pursuant thereto. 

National Manganese Co., Newcastle, Pa. 

March 21 (letter of notification) 200,000 shares of com- 
mon stock (par $1). Price—$1.50 per share. Proceeds— 
For riining expenses. Underwriter—Johnson & Johnson, 
Pittsvurgh, Pa. 

Natural Gas Pipeline Co. of America 
Nov. 19 filed $40,000,000 of first mortgage pipeline bonds 
due 1977. Price—To be supplied by amendment. Pro- 
ceeds — To reduce bank loans. Underwriters — Dillon, 
Read & Co. Inc. and Halsey, Stuart & Co. Inc., both 
of New York. Offering—Now expected in June, 

Nedow Oil Tool Co. 

May * (letter of notification) 
stock (par one cent). Price—S$2 per share. Proceeds—To 
pay ‘oan; to acquire fishing tools for leasing; and for 
working capital. Office—931 San Jacinto Bldg., Houston, 
Tex. Underwriter—T. J. Campbell Investment Co., Inc., 
Houston. Tex. 

New England Power Co. (6 11) 

May 12 tiled $10,000,000 of tirst mortgage bonds, series 
H, due 1988. Proceeds — Together with approximately 
$5,000,000 from a common stock issue to New England 
Elect:ic System, the parent, to be applied first to pay- 
ment of short term notes and any balance will be used 
Yor capital expenditures or to reimburse the treasury 
thereior. Underwriter—To be determined by competi- 
tive bidding. Probable bidders: Halsey, Stuart & Co. Inc.: 
The First Boston Corp.: Kuhn, Loeb & Co.. Eastman 


150,000 shares of common 


Dillon. Union Securities & Co. and Salomon Bros. & 
HAutzier (jointly:; Lehman Brothers; Merrill Lynch, 
Pierce, Fenner & Smith: Kidder, Peabody & Co. and 
White. Weld & Co. (jointly); Equitable Securities Corp. 
and Blair & Co., Inc. (jointly). Bids—Scheduled to be 


received up to 11 a.m 
St., Boston 16, Mass 
y% New England Telephone & Telegraph Co. (6 16) 


filed 7 


(EDT) on June 11 at 441 Stuart 


May i6 735,245 shares of common stock to be of- 
fered iv subscription by stockholders of record June 
11 on the basis of one new share for each five shares 
held. American Telephone & Telegraph Co. owns about 
2,547,411 shares (about 69.29% ) of the outstanding stock. 
Price—At par (3100 per share). Proceeds—To repay 
advances from parent and for corporate purposes. Un- 


derwriter—None. 
% New Hampshire Bankshares, inc., Nashua, N. H. 


May [6 (letter ot notification) 30,000 shares of class A 
non-voting common stock (par $5). Price—Ss10 per share. 
Proceeds — To pay off notes payable to bank and for 
working capital. Office —- Indian Head National Bank 


Bidg., Nashua, N. H. Underwriter—None. 
*& New Haven Clock & Watch Co. 


May (2 (letter of notitication) an undetermined number 
of shares of common stock (par $1) not to exceed an 
ageregote valu 3500.000. Priee—At market. Pro- 
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ceeds—For working capital. Office—Hamilton Street, 


New Haven, Conn. Underwriter—None. 

@ New York Telephone Co. 

May 2 filed $70,000,000 of refunding mortgage bonds, 
series K, due May 15, 1991. Proceeds—To refund a like 
amount of series J 4!+% bonds sold last vear. Underwriter 
—To be determined by competitive bidding. Probable 
bidders: Halsey, Stuart & Co. Inc.; Morgan Stanley & 
Co. Bids—Were to have been received up to 11:30 a.m. 
(EDT) on May 26 at Room 1600, 140 West St., New York, 
N. Y., but company on May 16 announced plans for this 
refinancing have been postponed. 


* Niagara Mohawk Power Co. (6 11) 

May 16 filed $50,000,000 of general mortgage bonds due 
June 1, 1988. Proceeds—For construction program. 
Underwriter — To be determined by competitive bid- 
ding. Probable bidders: Halsey, Stuart & Co. Inc.; Mor- 
gan Stanley & Co.: The First Boston Corp. Bids—-To be 
received up to 11 a.m. (EDT) on June 11 at Room 1840, 
15 Bioad Street, New York, N. Y. 


% Nichois, Inc., Exeter, N. H. 
May 13 (letter of notification) 11,111 shares of common 
stock (no pai). Priece—$27 per share. Proceeds—For 
expansion and worxing capital. Underwriter—None. 
% North American Merchandising Co. (Tex.) 

(5 26-28) 
May 16 (letter of notification) 300,000 shares of com- 
mon stock (par 25 cents). Priee—S1 per share. Proceeds 

For general purposes. Underwriter—McDonald, Hol- 
man & Co., Ine., New York, N. Y. 

Northern Virginia Doctors Hospital Corp. (6 16) 
April 4 (letter of notification) 30,000 shares of common 
stock (par one cent). Price—$10 per share. Proceeds— 
For building fund. Office 522 Leesburg Pike, Falls 
Church, Va. Underwriter—Whitney & Co., Washington. 
LD GC. 

Oil Inc., Salt Lake City, Utah 
April 4 filed 597,640 shares of common stock (par $1) 
to be offered for subscription by common stockholders 
of record March 24, 1958 at the rate of 144 new shares 
for each share then held. Employees may purchase 50,- 
000 shares of unsubscribed stock. Price—To stockhoiders 
$1.75 per share: and to public, $2 per share. Proceeds— 
For mining, development and exploration costs, and for 
working capital and other corporate purposes. Under- 
writers—Harrison S. Brothers & Co., and Whitney & Co., 
both of Salt Lake City, Utah. 

Oil & Mineral Operations, iInc., Tulsa, Okla. 
April 14 filed 200,000 shares of common stock. Price— 
$2.50 per share. Proceeds—For payment of loans, various 
equipment, and a reserve for future operations. Business 
—To acquire and operate mining claims and oil and gas 
properties. Underwriter—Universal Securities Co., En- 
terprise Building, Tulsa, Okla. 

% Oklahoma Gas & Electric Co. (6 16) 

May 16 filed $15,000,000 of first mortgage bonds due 
June 1, 1988. Proceeds—For construction program. Un- 
derwriter — To be determined by competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Inc.; Equitable 
Securities Corp.; The First Boston Corp.; Kuhn, Loeb & 
Co., Merrill Lynch, Pierce, Fenner & Smith and White, 
Weld & Co. (jointly): Harriman Ripley & Co. Inc. and 
Eastman Dillon, Union Securities & Co. (jointly). Bids— 
To be received up to 11 a.m. (EDT) on June 16 at The 
First National City Bank of New York, 55 Wall St., New 
York 15, N. Y. 

Oslo (City of), Norway (5/27) 

May 6 filed $8,000,000 of sinking fund external loan 
bonds, due June 1, 1973 and $3,000,000 of serial external 
loan bonds, maturing June 1, 1960, 1961, and 1962. Priee 
—To be supplied by amendment. Proceeds—For finan- 
cing in part the completion of the Hemsil Hydro-Electric 
Power Development Project which is designed to pro- 
vide the City by the end of 1960 with an additional 152,- 
000 kilowatts of installed power at a total cost of ap- 
proximately 155,590,000 kroner. Underwriters — Kuhn, 
Loeb & Co., Harriman Ripley & Co. Inc., Lazard Freres 
& Co., and Smith, Barney & Co., all of New York. 

Oo. T. C. Enterprises Inc. 

March 6 (letter of notification) 23,200 shares of com- 
mon class B stock (par $1). Price—$5 per share. Pro- 
ceeds—For completion of plant plans; land; construc- 
tion and operating expenses. Office—-2502 N. Calvert 
St., Baltimore 18, Md. Underwriter—Burnett & Co.. 
Sparks, Md. 

Owens-illinois Glass Co. (6 5) 

May 14 filed $50,00,000 sinking fund debentures due 
June 1, 1988. Proceeds—To retire $15,266,000 of deben- 
tures of National Container Corp. (merged into company 
in 1956) and ell of the $20,000,000 short-term borrowings 
at maturity; balance to be added to working capital 
Underwriters—Lazard Freres & Co. and Goldman, Sachs 
& Co., both of New York. 

*& Pacific Power & Light Co. (6 24) 

May 20 filed $20,000,000 of first mortgage bonds due 
July 1, 1988. Proceeds—Together with other funds, will 
be used in carrying forward the company’s construction 
program through 1958 and in retiring bank borrowings. 
Underwriter—To be determined by competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Inc.: Lehman 
srothers; Bear, Stearns & Co.. and Salomon Brothers & 
Hutzler (jointly); Eastman Dillon, Union Securities & 
Co. and Kidder, Peabody & Co. (jointly). Bids—Ex- 
pected to be received up to 9 a.m. (PDT) on June 24. 

Palestine Economic Corp., New York 
March 31 filed $2,000,000 of 5° notes, due Oct. 1, 1962 
to be offered in two types: (a) interest-bearing notes 
with interest payable at the rate of 5% and at an offer- 
ing price of 100% of principal amount; and (b) capital- 
appreciation notes. at a discount from maturite valve er 
as to yield 5% compounded semi-annually. Proceeds— 
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For making investments and loans in companies or en- 
terprises that the corporation is already financially in- 


yg in, or far other corporate purposes. Underwriter 
—None. 


Paradox Production Corp., Sait Lake City, Utah 
April 18 filed 767,818 shares of common stock (par $1), 
of which 100,000 shares are to be offered by the company 
in exchange for oil and gas properties and 3.000 for serv- 
ices; the remaining 664,818 shares are to be offered to 
the public. Price—To be supplied by amendment. Pro- 
ceeds—To selling stockholders. Underwriter—Market 
Securities, Inc., Salt Lake City, Utah. 


% Peckman Plan Fund, Inc., Pasadena, Calif. 

May 19 filed 20,000 shares of common stock (par $1). 
Price—At market. Proeeeds—For investment. Under- 
writer—Investors Investments Corp., Pasadena, Calif, 


Pecos Valiey Land Co., Carisbad, N. Mex. 

March 13 filed 2,000,000 shares of common stock (par 
10 cents), of which 300,000 shares are to be offered for 
sale by the company and 1,700,000 shares by the present 
holders thereof. Price—$1 per share. Preceeds—From 
sale of the 300,000 shares, to be used to pay 6% mortgage 
notes and interest and to pay back tax claims, and inter- 
est due on the note to Mr. Harroun. Underwriter—Wiles 
& Co., Dallas, Texas. 


* Penn-Jersey Cooperative Association 

May 1 (letter of notification) 10,000 shares of common 
stock. Priee—At par ($5 per share). Proceeds—For in- 
ventory, equipment and fixtures, and operating ex- 
penses. Office—105 Fillmore Street, Phillipsburg, N. Y. 
Underwriter—Nene. 


Pennsylvania Power Co. (6/3) 
May 7 filed 60,000 shares of cumulative preferred stock 
(par $100). Proeeeds—Together with cash on hand and 
estimated to be received from operations, toward the 
compeny’s construction program. Underwriter — To be 
determined by competitive bidding. Probable bidders: 
The First Boston Corp. and Blyth & Co. Ine. (jointly); 
Lebman Brothers: Smith, Barney & Co.; Merrill Lynch, 
Pierce, Fenner & Smith; Glore, Forgan & Co., and W. C. 
Langley & Co. (jointly): Kidder Peabody & Co. Inc., 
and White, Weld & Co. (jointly). Bids—Expected to be 
received after June 2. 
Peoples Protective Life Insurance, Co. 

March 27 filed 310,000 shares of common stock (par $1), 
consisting of 62,000 shares of class A-voting stock and 
248,000 shares of class B-non-voting stock to be offered 
in umits consisting of one class A and four class B 
shares. Price — $75 per unit. Preceeds — For working 
capital and for development of district offices in the 
states where the company is currently licensed to do 
business. Office—Jackson, Tenn. Underwriter—None. 
R. B. Smith, Jr., is President and Board Chairman. 


* Pizza & Properties, iInc., College Park, Md. 
May 9 (letter of notification) 20,000 shares of class B 
common stock (par $1) to be sold in blocks of 10 shares. 
Price—$10.25 per block. Proceeds—To purchase real 
estate; and tor construction and working capital. Un- 
derwriter—Nonc. 

Policv Advancing Corp. 

March 25 (letter of notification) 30,250 shares of com- 
mon stock (par $5) to be offered for subscription by 
common stockholders at the rate of one new share for 
each share held; unsubscribed shares to be offered to 
debenture holders and to others. Price—$8 per share. 
Proceeds—For working capital. Office—27 Chenango 
St., Binghamton, N. Y. Underwriter—None. 

Potomac Plastic Co. (7/1) 

March 31 (letter of notification) $57,500 of 6% subordi- 
nated convertible debentures and 57,500 shares of class A 
common stock (par one cent) to be offered in units of 
300 shares of stock and $500 of debentures. Price—$1,000 
per unit. Proceeds — For equipment and working cap- 
\tal. Office—1550 Rockville Pike, Rockville, Md. Under- 
writer—Whitney & Co., Inc.. Washington, D. C. 

Prairie Fibreboard Ltd. 

Feb. 28 filed 210,000 shares of common stock (par $1.50) 
to be offered for sale to residents of Canada in the Prov- 
inces of Manitoba, Saskatchewan and Alberta and to 
residents of the United States “only in the State of North 
Dakota.” Price — $2.50 per share. Preceeds — For con- 
struction purpose. Office — Saskatoon, Saskatchewan, 
Canada. Underwriter—Allied Securities Ltd., Saskatoon, 
Canada. 

Private Enterprise, Inc., Wichita, Kansas 
May 5 filed 125,000 shares of common stock. Price—$10 
per share. Proceeds — To be used to organize, or re- 
organize and then operate companies in foreign nations, 
principally, but not exclusively, in the Far East, Near 
East and Africa. Underwriter—None. 

Rhodesia and Nyasaland (Federation of) (6/10) 
May & filed $10,000,000 of external loan bonds due May 
1, 1973. Price—To be supplied by amendment. Proceeds 
—Together with a loan of $15,000,000 from World Bank, 
to be used, mainly for capital expenditures, including 
railroad development. Underwriter—Dillon, Read & Co. 
Inc., New York. 

* Riddle Airlines, inc., Miami, Fila. 

May 15 filed 750,000 shares of commos stock (par 10 
cents). Price—To be supplied by amersximent. Proceeds 
—For working capital. Underwriter—James H. Price & 
Co.. Inc., of Coral Gables, Fla., for 250,000 shares: balance 
on “best efforts” basis. 

Rockcote Paint Co. 

March 21 (letter of notification) 








14,250 shares of 7% 


cumulative preferred stock (par $10) and 10,000 shares 
of common stock (par $1). Priee—For preferred stock, 
$10.25 per share: for common stock, $8 per share. Pro- 
ceeds—For working capital. Office—200 Sayre St., Rock- 
ford, lll. Underwriter — The Milwaukee Co., Milwau- 
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kee, Wis. 
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Rockwell-Standard Corp., Coraopolis, Pa. 

April 28 filed 285,600 shares of common stock (par $5) 
being offered in exchange for the capital stock of Aero 
Design & Engineering Co. in the ratio of 15/7 shares of 
Rockwell-Stardard stock for each share of Aero stock. 
Not less than 80%, or 133,280 Aero shares, may be ac- 
cepted. Offer will expire on May 31. 


Rocky Mountain Quarter Racing Association 
Oct. 31, 1957 (letter of notification) 300,000 shares of 
common stock. Priee—At par ($1 per share). Proceeds 
—To .repay outstanding indebtedness. Office—Littleton, 
Colo. Underwriter—R. B. Ford Co., Windover Road, 
Memphis, Tenn. 


Rorer (William H.) Inc. (5/27) 
May € filed 109,900 outstanding shares of capital stock 
(par $1). Price—-To be supplied by amendment. Pre- 
ceeds—tTo selling stockholders. Business—-The company 
makes and sells ethical pharmaceuticals. Underwriters 
—Kidder, Peabody & Co., New York, N. Y., and Schmidt, 
Poole, Roberts & Parke, Philadelphia, Pa. 


Samedan Associates, Inc., Ardmore, Okia. 
March 24 filed 98,613 shares of common stock (par $10) 
Price—$14.25 per share. Procetds—For working capita) 
acquisition, development, and exploration of oil and gas 
properties. Underwriter—-None. 

% Scudder Special Fund, Inc. 

May 19 filed (by amendment) an additional 200,000 
shares of capital stock (par $1). Price—At market. Pro- 
ceeds—For investment. 


® Simplicity Pattern Co. Inc. (5/23) 

Oct. 10 filed 112,500 shares of common stock (par $1) 
Price—To be supplied by amendment. Proceeds—To tw. 
selling stockholders. Underwriter—Lee Higginson Corp., 
New York. 


% Southern Frontier Finance Co. 

May 15 filed 2,000,000 shares of common stock (par 50 
cents). Price —$1 per share. Proceeds — $1,525,000 for 
purchase of receivables secured by Mobile Homes, or 
other collateral; and $275,000 for working capital, re- 
serve, etc. Office—Raleigh, N. C. Underwriter—None. 
% Southern Syndicate, Inc. 

May 8 (letter of notification) $31,400 of 6% 10-year 
convertible debentures, series A, and 87,000 shares of 
common stock (par $1) the latter to be offered initially 
to stockholders to satisfy negotiable stock warrants now 
outstanding. Warrants are exercisable on or before Feb. 
1, 1961. Price—Of debentures, at par (in denominations 
of $100 ana $500); and of stock, $2 per share. Proceeds 
—To expand investment activities in the real estate and 
mortgage field. Office—1206 Citizens & Southern Bank 
Building;-Atlanta, Ga. Underwriter—None. 


%* Southern Union Gas Co. (6/9-13) 
May 19 filed 36,000 shares of cumulative preferred stock 
(par $100). Price—To be supplied by amendment. Pro- 
ceeds—To be added to the company’s general funds and 
used to defray a portion of the company’s current pro- 
gram of property additions and improvements, including 
those of its subsidiaries during 1958. Underwriter—Snow, 
Sweeney & Co., Inc., New York, and A. C. Allyn & Co., 
Inc., Chicago, Il. 

Springfield Fire & Marine Insurance Co. 
March 28 filed 1,000,000 shares of common stock (par $2 
being offered in exchange fow capital stock of Monarch 
Life Insurance Co. at rate of 114 shares of Springfielo 
for each Monarch share. The offer will expire at 3:3¢ 
p.m. (EDT) on May 29, unless extended. Deater-Man- 
agers—The First Boston Corp. and Kidder, Peabody & 
Co., both of New York. 


Standard Oil Co. (New Jersey) 
May 5 filed 2,246,091 shares of capital stock (par $7) 
to be offered in exchange for common shares of Inter- 
national Petroleum Co., Ltd., of Toronto, Canada, ard 
Coral Gables, Fla., in the ratio of nine shares of Stand- 
ard Oil stock for 10 shares of International stock. Offer 
would expire on July 1, 1958. 


Strategic Minerais Corp. of America, Dallas, Tex 
March 31 filed $2,000,000 of first lien mortgage 6% bonds 
and 975,000 shares of common stock (par 10 cents). Price 
—For bonds, 95% of principal amount; and for stock $3 
per share. Proceeds—To erect and operate one or more 
chemical processing plants using the Bruce - Williams 
Process to beneficiate manganese ores. Underwriter— 
Southwest Shares, Inc., Austin, Texas. 

Sun Oil Inc., Philadelphia, Pa. 

April 22 filed 15,008 memberships in the Stock Purchase 
Plan for the employees of the company and its sub- 
sidiaries, together with 188,000 shares of common stock 
{no par) which may be purchased by the trustees of the 
plan during the period July 1, 1958, to June 30, 1959, 
with respect to the 1958 plan. Registration also covers 
243,288 shares of outstanding common stock which may 
be offered for possible sale by the holders thereof during 
the period July 1, 1958 to June 30, 1959. Underwriter— 
None. 

% Sylvania Electric Products Inc. 

May 16 filed 176,590 shares of common stock (par $7.50) 
to be offered to certain employees of the company and 
of two wholly-owned subsidiaries, Sylvania Sales Corp. 
and Victor H. Meyer Distributing Corp., pursuant to the 
company’s Employees Stock Purchase Plan. 

Tax Exempt Bond Fund, inc., Washington, D. C 
June 20, 1957 filed 40,000 shares of common stock. Price 
—$25 per share. Proceeds—For investment. Underwriter 
—Equitable Securities Corp., Nashville, Tenn. Offering— 
Held up pending passing of necessary legislation by 
Congress. 

Technology Instrument Corp. (62-6) 

March 27 filed 260,000 common shares (par $2.50) of 
which 204,775 shares are for account of three selling 
stockholders and 55,225 shares are for account of com- 
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pany. Price — $10 per share. Proceeds — For working 
capital and general corporate purposes. Business — De- 
velops and manufactures precision potentiometers and 
other precision electronic components and measuring in- 
struments. Office—Acton, Mass. Underwriter — S. D 
Fuller & Co., New York. 


Tel-A-Sign Inc., Chicago, tll. (5 26-29) 

April 24 filed 200,000 shares of common stock (par 20 
cenis). Price—To be supplied by amendment. Proceeds 
—To retire $197,000 of notes and to reduce accounts pay- 
able by $150,000: the balance to be used for general 
corporate purposes, including the increase of working 
capital. Underwriters—Charles Plohn & Co., New York, 
N. Y., and Clayton Securities Corp., Boston, Mass. 


Tele-Broadcasters, Inc. 
March 31. (letter of notification) 40,000 shares of com- 
mon stock (par five cents). Price — $3.25 per share 
Preceeds—To complete the construction of Station KALI 
Offfee—41 East 42nd St., New York, N. Y. Underwriter 
—Sinclair Securities Corp., New York, N. Y. 


Texas Calgary Co., Abilene, Texas 
April 30 filed 2,000,000 shares of capital stock (par 25 
cents). Priee—To be supplied by amendment. Preceeds 
—To selling stockholder. Underwriter—Thomson Ker- 
naghan & Co., Ltd., Toronto, Canada. To be offered in 
Canada only. 
% Texas Eastern Transmission Corp. (6/4) 
May 15 filed 150,000 shares of preferred stock (par $100) 
and 100,000 shares of subordinate convertible series pre- 
ferred stock (par $100). Price—To be supplied by amend- 
ment. Proceeds—For construction program. Underwriter 
—Dillon, Read & Co., Inc., New York. 


Timeplan Finance Corp. 

March 25 (letter of notification) 27,272 shares of 70-cent 
cumulative preferred stock (par $5) and 27,272 shares 
of common stock (par 10 cents) to be offered in units 
of one share to each class of stock. Price—$11 per unit. 
Proceeds — For working capital. Office —111 E. Main 
St., Morristown, Tenn. Underwriter—Valley Securities 
Corp., Morristown, Tenn. 


Tip Top Oil & Gas Co., Salt Lake City, Utah 
April 15 filed 220,000 shares of common stoek, of which 
200,000 shares are to be publicly offered. Price—$5 per 
share. Proceeds—To drill two new wells and for general 
corporate purposes. Underwriter — Andersen-Randolph 
& Co., Inc., Salt Lake City, Utah. 


Townsend International Growth Fund, Inc. 
May 14 filed 1,000,000 shares of capital stock (par one 
cent). Price—At market. Proceeds — For investment. 
Office—Short Hills, N. J. Underwriter—FIF Manage- 
ment Corp., Denver, Colo. 


Trans-America Uranium Mining Corp. 
Nov. 6, 1957 filed 3,000,060 shares of common stock (par 
one mill). Pricee—25 cents per share, Proceeds—For land 
acquisition, exploratory work, working capital, reserves 
and other corporate purposes. Underwriter—None. Al. 
fred E. Owens of Waterloo, Ia., is President. 


Trans-Cuba Oil Co., Havana, Cuba 

March 28 filed 6,000,000 shares of common stock (par 10 
cents) to be offered for subscription by holders of out- 
standing shares of capital stock and holders of bearer 
shares, in the ratio of one additional share for each share 
so held or represented by bearer shares, Price—50c 
per share. Proceeds—For general corporate purposes, 
including exploration and drilling expenses and capita] 
expenditures. Underwriter—None, 


Trans-Eastern Petroleum Inc. 
Feb, 27 (letter of notification) 7,500 shares of common 
stock (par $1) to be offered pro-rata to stockholders on 
the basis of one new share for 10 shares owned. Price 
—$4 per share. Proceeds—For drilling for oil and gas 
Office—203 N. Main Street, Coudersport, Pa. Under- 
writer—None. 


Transcontinental Gas Pipe Line Corp. (5/27-28) 
May 5 filed $25,000,000 of first mortgage pipe line bonds 
due 1978 and 150,000 shares of cumulative preferred 
stock (no par—stated value $100 per share). Price—To 
be supplied by amendment. Proceeds—For construction 
program. Underwriters—White, Weld & Co. and Stone 
& Webster Securities Corp., both of New York. 

* Trusteed Funds, Inc., Boston, Mass. 

May 16 filed (by amendment) 600 participating units in 
Commonwealth Fund Indenture of Trust Plan A with 
insurance; 300 participating units in Commonwealth 
Fund Indenture of Trust Plan B without insurance; 800 
participating units in Commonwealth Fund Indenture of 
Trust Plan C: 400,000 Theoretical units, Proceeds—For 
investment. 

*% Tuttle Engineering, Inc. 

May 7 (letter of notification) 58,600 shares of common 
stock (par 10 cents) and $293,000 of 6% five-year con- 
vertible debentures due June 1, 1963 to be offered in 
units of 100 shares of common stock and $500 of deben- 
tures. Price—$510 per unit. Proceeds—To pay bank and 
other notes payable and for working capital. Office— 
4251 East Live Oak Avenue, Arcadia, Calif. Underwriter 
—White & Co., St. Louis, Mo. 

United Artists Associated Inc., New York 
March 31 filed $15,000,000 of 6% subordinated sinking 
fund debentures, due 1963 to be offered in exchange for 
capital stock and warrants and debentures of Associated 
Artists Productions Corp. 

United Employees Insurance Co. 

April 16 filed 2,000,000 shares of common stock (par $5). 
Price — $19 per share. Proceeds — For acquisition of 
operating properties, real and/or personal, including 
office furniture, fixtures, equipment and office space, by 
lease or purchase. Office — Wilmington, Del. Under- 
writer—None. Myr! L. McKee of Portland, Ore., is 
President. 





United Hardware Distributing Co. 

May 5 filed 1,475 shares of 5% cumulative preferred 
stock (par $100), and 11,750 shares of common stock 
(par $10) to be offered to retail hardware dealers who 
are stockholders of the company to equalize holdings, 
Price—For preferred stock, $100 per share; for common 
stock, $50 per share. Proceeds—For working capital -to 
be used to increase inventory of hardware items. Office 
—Minneapolis, Minn. Underwriter—None. 


United States Lithium Corp. 
May 5 (letter of notification) 580,000 warrants bearing 
rights to purchase 580,000 shares of common stock (par 
10 cents); warrants expire Oct. 18, 1960. Price — At 
market. Proceeds—For mining expenses. Office—506@ 
Walker Bank Bldg., Salt Lake City, Utah. Underwriters 
—Peter Morgan & Co. and Greenfield & Co., Inc., both 
of New York, N. Y.; Dagget Securities, Inc., Newark, 
N. J.; Julius Maier Co., Inc., Jersey City, N. J.; Bauman 
Investment Co., New Orleans, La.; and Walter Sondrup 
& Co. and Thornton D. Morris & Co., both of Salt Lake 
City, Utah. 

United States Sulphur Corp. 
Oct. 8 filed 1,500,000 shares of common stock (par One 
‘ent). Priee—$1 per share. Proceeds—For plant reniay 
2te.; to retire corporate nutes; for core drilling; for 
working capital; and for other exploration and develop- 
—_ work. Office — Houston, Texas. Underwriter — 

one. 


United States Telemail Service, Inc. 
Feb. 17 filed 375,000 shares of common stock (par $1). 
Price—$4 per share. Proceeds—To purchase equipment 
and supplies and for working capital and other corporate 
purposes. Office—Salt Lake City, Utah. Underwriter— 
Amos Treat & Co., Inc., of New York. 


Uranium Corp. of America, Portland, Ore. 
April 30, 1957 filed 1,250,000 shares of common stock (par 
16 cents). Price—To be supplied by amendment (ex- 
pected to be $1 per share). Proceeds—For exploration 
purposes. Underwriter—To be named by amendment, 
Graham Albert Griswold of Portland, Ore., is Pres- 
ident. 

Utah Minerals Co. 
April 11 (letter of notification) 900,000 shares of com- 
mon stock. Pricee—At par (10 cents per share). Proceeds 
—For mining expenses. Office—305 Main St., Park City, 
Utah. Underwriter—Walter Sondrup & Co., Salt Lake 
City, Utah. : 

Utah Oil Co. of New York, Inc. 
May 6 (letter of notification) 300,000 shares of capital 
stock. Price — At par ($1 per share). Proceeds —- For 
development of oil and gas lands. Office—574 Jefferson 
Ave., Rochester 11, N. Y. Underwriter—Frank P. Hunt 
& Co., Inc., Rochester, N. Y. 

Virginia Electric & Power Co. (6/10) 
May 6 filed $25,000,000 of first and refunding mortgage 
bonds, series O, due June 1, 1988. Proceeds—For con- 
struction expenditures or to reimburse the treasury 
thereof. Underwriter—To be determined by competitive 
bidding. Probable bidders: Halsey, Stuart & Co. Ine.; 
Salomon Bros. & Hutzler; White, Weld & Co.; Eastman 
Dillon. Union Securities & Co.; Stone & Webster Securt- 
ties Corp.; Kuhn, Loeb & Co. and American Securities 
Corp. (jointly). Bids—To be received up to 11 am, 
(EDT) on June 10 at Room 238, 43 Exchange Place, 
New York, N. Y. 


@ Walker-Scott Corp., San Diego, Calif. (5/28) 
April 28 filed $900,000: of 6% subordinated sinking fund 
debentures due 1973, with warrants, and 40,000 shares of 
common stock (par $1), of which the company proposes” 
to offer $400,000 of the debentures. (with warrants) in 
exchange for its presently outstanding 4,000 shares of 
7% preferred stock at the rate of $100 of debentures for 
each share of preferred. Price—At par for debentures; 
and for stock to be supplied by amendment. Proceeds— 
Together with other funds, to repay an insurance loan, 
and for working capital, etc. Underwriter — Eastman 
Dillon, Union Securities & Co., New York, N. Y., and 
San Diego, Calif. 
@ West Coast Airlines, Inc., Seattle, Wash. 
Feb. 12 filed (as amended) 90,000 shares of common 
stock (par $1) being offered for subscription by com- 
mon stockholders of record May 1, 1958 at rate of one 
new share for each two shares held; rights to expire on 
May 30. Price—S4 per share. Proceeds—For working 
capital. Underwriter—None. 

Western Electric Co., Inc. 
April 17 (letter of notification) 2,853 shares of common 
stock (no par) being offered to minority stockholders at 
rate of one new share for each 10 shares held as of .\prik 
8, 1958; rights to expire on May 29. Price — $50 per 
share. Proceeds—For plant improvement, expansion and 
general corporate purposes. Office—195 Broadway, New 
York 7, N. Y. Underwriter—None, 

Westland Oil Co., Minot, N. Dak. 
April 17 filed 7,799 shares of capital stock to be offered 
for subscription by stockholders of record March 24 at 
rate of one new share for each four shares held and one 
additional share for the balance of such holdings in 
excess of the number of shares divisible by four; also 
to be offered holders of outstanding 5% subordinated 
debentures of record March 24 at rate of five shares for 
each $1,000 of debentures then held. Price — $60 per 
share. Proceeds—For working capital. Underwriter— 
None. 
® Willer Color Television System, Inc. (5/26-27) 
Apri] 2 (letter of notification) 72,035 shares of common 
stock (par $1) of which 10,000 are to be offered to stock- 
holders at $2 per share and the remaining 62,035 shares 
are to be publicly offered at $3 each. Proceeds — For 
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general corporate purposes. Office—151 Adell Avenue, 
Yonkers, N. Y. Underwriter — Edwin Jefferson, 39 
Broadway, New York 6, N. Y. 


Wisconsin Power & Light Co. 

April 23 filed 30,000 shares of 4.76% cumulative pre- 
ferred stock (par $100) being offered for subscription 
by preferred stockholders of record May 5, 1958, and by 
company employees; rights to expire on May 27. Price 
—$100 per share. Proceeds—To repay bank loans and 
for construction program. Underwriters—Smith, Barney 
& Co., New York; and Robert W. Baird & Co., Mil- 
waukee, Wis. 


Wisconsin Power & Light Co. 
April 23 filed 241,211 shares of common stock (par $10) 
being offered for subscription by common stockholders 
of record May 5, 1958 at rate of one new share for each 
12 shares held; rights to expire on May 27. Price— 
$26.25 per share. Proceeds—To repay bank loans and for 
construction program. Underwriters—Smith, Barney & 
Co., New York; and Robert W. Baird & Co., Milwaukee, 


Prospective Offerings 


Acme Steel Co. 
March 21 it was-announced that the company plans addi- 
tional financing this year, in the form of common stock, 
preferred stock, or a combination of the two, including 
bank loans. Proceeds—For expansion program, work- 
ing capitat and inventories. Underwriters—Blyth & Co., 
Inc. and Merrill Lynch, Pierce, Fenner & Smith. 


Alce Products Inc. 
Mareh 6 it was announced that the company is consider- 
ing plans for long-term refinancing. Proceeds—For pay- 
ment of all notes payable and provide the company with 
additional working capital. Underwriter—Eastman Dil- 
lon, Union Securities & Co. may handle any common 
stock financing. 


Associates Investment Co. 
Jan. 23 it was reported company plans to issue and sell 
some additional debentures (amount not yet determined). 
Underwriters — Salomon Bros. & Hutzler and Lehman 
Brothers, both of New York. Offering—Expected before 
July 1. 

Atianta Gas Light Co. 
May 5, the directors authorized the offering of 121,- 
317 shares of common stock (par $10) to stockholders on 
the basis of one new share for each eight shares held. 
Price — To be named later. Proceeds —To repay bank 
loans and for construction program. © Underwriters— 
The First Boston Corp., New York; and Courts & Co. 
and Robinson-Humphrey Co., Inc., both of Atlanta, Ga. 
Offering—Expected to be made in July. 


Boston Edison Co. 
Jan, 27 it was reported company may issue and sell in 
the Summer of this year some additional first mortgage 
bonds and preferred stock (about $25,000,000). Proceeds 
—To repay bank loans and for construction program. 
Underwriter—For bonds to be determined by company, 
with prospective bidders including Halsey, Stuart & Co. 
Ine,; The First Boston Corp.; White, Weld & Co.; Leh- 
man Brothers and Harriman Ripley & Co. Inc. (jointly). 
For preferred stock, The First Boston Corp., New York. 


Cc. G. S. Laboratories, Inc. 
March 20 it was reported that company plans to issue 
and sell about $500,000 of common stock. Proceeds—For 
working capital and other corporate purposes. Business 
—Electronics. Office—391 Ludlow St., Stamford, Conn. 


California Electric Power Co. 
March 10 it was reported company may issue and sell in 
1958 about 450,000: additional shares of common stock. 
Underwriter—To be determined by competitive bidding. 
Probable bidders: White Weld & Co.; Kidder, Peabody 
& Co.; Merrill Lynch, Pierce, Fenner & Smith; Carl M. 
Loeb, Rhoades & Co., and Bear Stearns & Co. (jointly). 


Central WUlinois Light Co. (6/24) 

May 13 it was announced that the company plans sale of 
$12,000,000 first mortgage bonds due 1988. Underwriter— 
To be determined by competitive bidding. Probable bid- 
bers: Halsey, Stuart & Co. Inc.; The First Boston Corp.; 
Kidder, Peabody & Co.; Eastman Dillon, Union Securi- 
ties & Co.; Merrill Lynch, Pierce, Fenner & Smith and 
Stone & Webster & Co. (jointly). Bids—Expected to be 
received up to 11 a.m. (EDT) on June 24 at 300 Park 
Ave., New York, N. Y. 

Central Louisiana Electric Co., Inc. 

March 28 it was announced that the company’s financing 
program for the year 1958 anticipates the sale of both 
debt and equity securities (probably preferred stock) 
aggregating approximately $5,000,000. Both issues may 
be placed privately. 

% Chicago, Burlington & Quincy RR. (7/1) 

May 14 it was reported company plans to issue and sell 
on July 1 $4,650,000 of equipment trust certificates due 
in 30 semi-annual instalments. Probable bidders: Hal- 
sey, Stuart & Co. Inc.: Salomon Bros. & Hutzler. 

Cotumbus & Southern Ohio Electric Co. 

Dec, 9 it was reported company plans to issue and sell 
about 250,000 additional shares of common stock. Under- 
writers — Dillon, Read & Co. Inc. and The Ohio Co. 
(jointly). Permanent financing not expected until late 
in 1958 or possibly early in 1959. 

- Sg pee ae ata Gas Co. 

b. was announced company plans to issue and 
sell $45,000,000 of sinking fund debentures. Underwrit- 
ers—To be determined by competitive bidding. Prob- 
able bidders: Halsey, Stuart & Co.; White, Weld & Co. 
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and Paine, Webber, Jackson & Curtis (jointly); Morgan 
Stanley & Co. and First Boston Corp. (jointly). Offer- 
ing—Expected in second quarter of 1958. 

Consumers Power Co. 
Feb. 21 Dan E. Karn, President, announced that $100,- 
600,000 has been budgeted for expansion and improve- 
ment of service facilities during 1958. Indications are 
that $60,000,000 of senior securities may be involved. 
Underwriter—For any bonds, to be determined by com- 
petitive bidding. Probable bidders: Halsey, Stuart & 
Co. Inc.; Morgan Stanley & Co.; White, Weld & Co. and 
Shields & Co. (jointly); The First Boston Corp. and 
Harriman Ripley & Co. Inc. (jointly). An offering of 
$35,156,700 of 4°s% convertible debentures, offered to 
stockholders, was underwritten in October, 1957, by Mor- 
gan Stanley & Co. 
® Continental Air Lines, Inc. 
May 19 it was announced that company plans to issue 
and sell $12,000,000 of convertible subordinated deben- 
tures. Proceeds—For general corporate purposes. Under- 
writer—Lehman Brothers, New York. 

Dixon Chemical Industries, Inc. 
March 10 it was reported company plans to do some fi- 
nancing, the type of securities to be announced later. 
Proceeds—For expansion. Underwriter—Harriman Rip- 
ley & Co. Inc., New York 


Equitable Gas Co. 

April 7 it was reported that the company expects later 
in the year to issue and sell additional securities, prob- 
ably preferred stock, to secure approximately $5,000,000 
of additional funds. Proceeds—Together with $7,000,000 
from private sale of 442% bonds, to repay short-term 
bank loans and for construction program. Underwriters 
—May be The First Boston Corp.; Kidder, Peabody & 
Co.; Merrill Lynch, Pierce, Fenner & Smith; and White, 
Weld & Co., all of New York. 


Florida Power Corp. (7/1) 
Jan. 29 it was reported corporation plans to issue and 
sell $25,000,000 of first mortgage bonds due 1988. Under- 
writer—To be determined by competitive bidding. Prob- 
able bidders: Halsey, Stuart & Co. Inc.; Kidder, Peabody 
& Co. and Merrill Lynch, Pierce, Fenner & Smith (joint- 
ly); Lehman Brothers and Blyth & Co., Inc. (jointly); 
Eastman Dillon, Union Securities & Co., and Harriman 
Ripley & Co. Inc. (jointly); The First Boston Corp. Bids 
—Expected to be received up to 11:30 a.m, (EDT) on 
July 1. 
* Florida Public Utilities Co. (6/5) 
May 13 it was reported company plans to issue and sell 
23,500 shares of common stock. Underwriters — Stark- 
weather & Co.: Clement A. Evans & Co.; and White, 
Weld & Co. 


Gas Service Co. 

March 24 it was reported that company plans to issue 
$11,000,000 of first mortgage bonds later this year. No de- 
cision as yet has been made as to the procedure the com- 
pany will follow. Proceeds—For repayment of short- 
term notes and loans and for construction program. 
Underwriter — If determined by competitive bidding, 
probable bidders may be Halsey, Stuart & Co. Inc.; 
Merrill Lynch, Pierce, Fenner & Smith, and White, 
Weld & Co. (jointly); Blyth & Co., Inc.; The First Boston 
Corp.; Lehman Brothers, 


General Acceptance Corp. 
April 22 it was reported that the stockholders will vote 
May 21 on approving the creation of 1,000,000 shares of 
preferred stock (no par), of which 80,000 shares are to 
be 60-cent series. Underwriter—Paine, Webber, Jackson 
& Curtis. 


%* General Public Utilities Corp. 
April 7 stockholders approved a plan authorizing the 
directors in connection with an offering of common stock 
to stockholders, also to offer certain shares on the same 
terms to employees, including officers, of System com- 
panies. Clearing Agent—Merrill Lynch, Pierce, Fenner 
& Smith, New York. 

Grace Line Inc. 
March 20 it was announced by Lewis A. Lapham, Presi- 
dent, that the company plans to issue approximately 
$21,000,000 of government insured bonds secured by a 
first preferred ship mortgage on the new “Santa Rosa” 
and “Santa Paula.” Underwriters — Merrill Lynch, 
Pierce, Fenner and Smith; Paine, Webber, Jackson & 
Curtis; Smith, Barney Co.; White, Weld & Co.: and F 
Eberstadt & Co., all of New York. Offering—Tenta- 
tively scheduled for June. 


Great Atlantic & Pacific Tea Co. 
Feb. 19 it was reported a secondarv offering of common 
voting stock is expected in near future. Underwriters— 
May include: Blyth & Co., Inc.; Carl M. Loeb, Rhoades 
& Co.; Hemphill, Noyes & Co.; Smith, Barney & Co.: 
and Merrill Lynch, Pierce, Fenner & Smith. 

Hackensack Water Co. 
March 12, George H. Buck, President, said that com- 
pany plans to sej] some $7,000,000 in new securities by 
the end of this year in the form of first mortgage bonds 
and preferred stock. Recent bond financing was made 
privately. In event of competitive bidding for bonds or 
debentures, bidders may include: Halsey, Stuart & Co. 
Inc.; The First Boston Corp. and White, Weld & Co. 
(jointly); Stone & Webster Securities Corp.; Blyth & 
Co., Inc.; Drexel & Co. and Dean Witter & Co. (jointly). 
The First Boston Corp. and White, Weld & Co. (jointly) 
underwrote last common stock financing. There is no 
preferred stock presently outstanding. Private sale of 
30,000 shares ($3,000,000) of preferred is planned. 

Hawaiian Telephone Co. 
March 17 it was reported company plans to offer 506,000 
additional shares of common stock to stockholders. Pro- 
ceeds — About $5,000,000, to be used for additions and 
improvements to property. Underwriter—None. Offer- 
ing—Expected in June. 
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Indiana Gas & Water Co., Inc. 
March 25 it was announced that the company plans to 
issue and sell $3,000,000 of first mortgage bonds. May 
be placed privately. Proceeds—To repay bank loans and 
for new construction. 


Kansas Gas & Electric Co. 

March 31, G. W. Evans, Chairman, announced that com- 
pany plans to sell some bonds originally scheduled for 
mid-year, but which sale may now be deferred until 
late 1958 or early 1959. Proceeds—About $8,000,000 for 
construction program. Underwriter—To be determined 
by competitive bidding. Probable bidders: Halsey 
Stuart & Co. Inc.; Kidder, Peabody & Co., and Merrill 
Lynch, Pierce, Fenner & Smith (jointly); Lehman 
Brothers; Eastman Dillon, Union Securities & Co. and 
Stone & Webster Securities Corp. (jointly); Glore, For- 
gan & Co., and Goldman Sachs & Co. (jointly). 


Kansas Power & Light Co. 

Feb. 14 it was announeed company plans to issue and 
sell $10,000,000 of first mortgage bonds due 1988. Pro- 
ceeds—For construction program. Underwriter—To be 
determined by competitive bidding. Probable bidders; 
Halsey, Stuart & Co. Inc.; The First Boston Corp.; Glore, 
Forgan & Co.; Harriman Ripley & Co. Inc.; White, Weld 
& Co.; Blyth & Co., Inc.; Equitable Securities Corp. 


Kentucky Utilities Co. 

Jan. 21 it was reported company plans to issue and séll 
$10,000,000 of first mortgage bonds. Proceeds—To repay 
bank loans and for new construction. Underwriter—To 
be determined by competitive bidding. Prebable bidders: 
Halsey, Stuart & Co. Inc.; Blyth & Co., Inc.; Lee Higgin- 
son Corp.; Equitable Securities Corp.; Eastman Dillon, 
Union Securities & Co. and Merrill Lynch, Pierce, Fenner 
& Smith (jointly); Kidder, Peabody & Co. and White, 
Weld & Co. (jointly); Kuhn, Loeb & Co. Offering—Ex- 
pected in September or October. 


Kentucky Utilities Co. 
Jan. 21 it was also reported that company may offer 
approximately 165,000 additional shares of its common 
stock to its common stockholders on a 1-for-15 basis. 
a leant & Co., Inc. and J. J. B. Hilliard & 
on. 


% Laclede Gas Co. (7 8) 

May 15 it was announced company plans to issue and 
sell 320,000 shares of cumulative preferred stock (par 
$25). Proceeds—To retire bank loans and for construc- 
tion program. Underwriters — Lehman Brothers and 
Merrill Lynch, Pierce, Fenner & Smith, both of New 
York. 

% Laclede Gas Co. (7 9) 

May 15 it was annouunced company plans to issue and 
sell $10,000,600 of first mortgage bonds due 1983. Pro- 
ceeds—To refund 47s‘, first mortgage bonds due 1982. 
Underwriter—1l'o be determined by competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Ine.; The First 
Boston Corp.: Blyth & Co., Inc.: Lehman Brethers, Mer- 
rill Lynch, Pierce, Fenner & Smith and Reinholdt: & 
Gardner (jointly); Stone & Webster Securities Corp. 
Bids—Tentatively expected on July 9. 


Master Fund, Inc., Fairfield, Calif. 
Jan. 27 it was announced this newly organized invest- 
ment company plans to offer to bona fide residents of 
California 10,000 shares of capital stock (par $1). Price 
—$0 per share, less an underwriting discount of 8%%. 
Proceeds—For investment. 


Midiand Enterprises, Inc. 
March 28, company announced it plans to issue on or 
before Dec. 31, 1958 $3,200,000 of first preferred mort- 
gage bonds. May be placed privately. Proceeds — To 
repay bank loans and for working capital i 


Midwestern Gas Transmission Co. 

March 24 it was announced that this subsidiary of 
Tennessee Gas Transmission Co. has applied to the Fed- 
eral Power Commission for permission to issue first 
mortgage bonds, unsecured notes and common stock. 
Proceeds—To build pipe line system to cost about $111,- 
000,000. Underwriters— Stone & Webster Securities 
Corp. and White Weld & Co., both of New York. 


Montana-Dakota Utilities Co. 

March 24 it was reported the company plans to issue and 
sell an undetermined amount of first mortgage bonds in 
the latter part of this year or in early 1959. Underwriter 
—To be determined by competitive bidding. Probable 
bidders: Halsey, Stuart & Co. Inc.; Blyth & Co., Inc.; 
Merrill Lynch, Pierce, Fenner & Smith and Kidder, 
Peabody & Co., Inc., (jointly); and Blair & Co., Inc. 


Montana Power Co. (9 4) 
May 12 it was reported that the company plans to issue 
and sell $20,000,000 of first mortgage bonds due 1988. 
Proceeds For exploration and construction program. 
Underwriter—To be determined by competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Inc.; Lehman 
Brothers: Merrill Lynch, Pierce, Fenner & Smith, and 
Stone & Webster Securities Corp. (jointly); White, Weld 
& Co.; Eastman Dillon, Union Securities & Co.; Kidder 
Peabody & Co., Smith, Barney & Co. and Blyth & Co., 
Inc. (jointly). Bids—Expected to be received on Sept. 4. 

Moore-McCormack Lines, Inc. 

March 24 it was announced company plans to issue and 
sell $24,000,000 of government insured bonds secured by 
a first preferred ship mortgage on the liners S. S. Brazil 
and S. S. Argentina. Underwriters—Kuhn, Loeb & Co. 
and Lehman Brothers, both of New York. Offering—Ex- 
pected this Summer. 

Mountain Fuel Supply Co. 

March 27 it was reported company expects to offer a 
debenture issue priot to July 1, 1958. Preceeds—Among 
other things, to repay $11,000,000 of bank loans. Under- 
writer—The First Boston Corp., New York 
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Naxon Telesign Corp. 

March 19 it was announced by this corporation that it 
plans to issue and sell 120,000 shares common stock (par 
$1). Price — $5 per share. Underwriter — Auchincloss, 
Parker & Redpath, Washington, D. C. 

New England Telephone & Telegraph Co. (8/26) 
April 11 it’ was announced company plans to issue and 
sell $40,000,000 of debentures. Proceeds—To redeem a 
like amount of 442% bonds due 1961. Underwriter—To 
be determined by competitive bidding. Probable bidders: 
Haisey, Stuart & Co. Inc.; The First Boston Corp.; Mor- 
gan Stanley & Co. Bids — Expected to be received on 
Aug. 26. 

New York State Electric and Gas Co. 

March 7 it was announced that approximately $7,500,000 
from additional financing will be required for construc+ 
tion expenditures for the balance of this year. The man- 
agement intends to negotiate a new line of credit with a 
group of banks and expects to sell equity securities later 
this year or in early 1959, depending upen prevailing 
market conditions, Underwriter—For any common stock: 
The First Boston Corp., New York. 


New York Telephone Co. (7/9) 

May 1 it was announced company plans to issue and sell 
$60,000,000 of refunding mortgage bonds, together with 
1,200,000 shares of common stock. par $100 (the latter 
to American Telephone & Telegraph Co.)- This is in 
addition to the $70,000,000 bonds registered on May 2 
with the SEC. Proceeds — To retire short-term bank 
borrowings. Underwriter—To be determined by com- 
petitive bidding. Probable bidders: Halsey: Stuart & Co. 
Inc.; Morgan Stanley & Co. Bids—Expected to be re- 
ceived on or about July 9. 


Northern IHinois Gas Co. 
April 14 it was reported that the company is planning 
to. issue and sell $20,000,000 to $25,000,000 of mortgage 
bonds late this summer or eariy Fall. Underwriter—To 
be determined by competitive bidding. Probable bid- 
ders: Halsey, Stuart & Co. Inc.; The First Boston Corp.; 
Glore, Forgan & Co.; Blyth & Co., Inc. 
® Northern Indiana Public Service Co. 
May 14 it was reported company plans to offer to its 
common stockholders about 370,000 additional shares of 
common stock on a 1-for-10 basis. Underwriters—Dean 
Witter & Co.: Blyth & Co., Inc.; and Merrill Lynch, 
Pierce, Fenner & Smith. 


Northern States Power Co. (Minn.) (7/8) 
April 28 it was reported that the company may be con- 
sidering the issue and sale of: $30,000,000. of first mort- 
gage bonds due 1988. Proceeds—To refund $18,000,000 
of 5‘°7 bonds and for construction program. Underwriter 
—To be determined by competitive bidding. Probable 
bidders: Halsey, Stuart & Co. Inc.; The First Boston 
Corp. and’ Blyth & Co., Inc. (jointly); Merrill Lynch, 


Pierce, Fenner & Smith. Kidder, Peabody & Co. and 
White, Weld & Co. (jointly): Lehman Brothers and 
Riter & Co. (jointly); Equitable Securities Corp. and 


Eastman Dillon, Union Securities & Co. (jointly). Bids 
—Expected te be received up to 1l-a.m. (EDT) on July 8. 


* Orange & Rockland Utilities, Inc. (6/30) 

May 15 it was announced that company has applied to 
the New York P. S. Commission for permission to issue 
and sell $10,000,000 first mortgage bonds due 1988. Pro- 
ceeds—For construction program. Underwriter—To be 
determined by competitive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc.;: The First Boston Corp.: W. C. 
Langley & Co. : Equitable Securities Corp. Bids—To be 
received up to 1 am. (EDT) on June 30. 


. The Commercial and Financial Chronicle 





Pacific Gas & Electric Co. 
March 20 the company announced it plans a common 
stock offering about the middle of this year, first to 
present stockholders and then to public. Underwriter— 
Blyth & Co., Inc., New York. 


Pacific Gas & Electric Co. 
March 20 it was reported company plans sale of an 
undetermined amount of bonds and preferred stock in 
the latter part of this year or early 1959. Underwriter 
—(1) For bonds to be determined by competitive bid- 
ding. Probable bidders—The First Boston Corp. and 
Halsey,Stuart & Co. Inc. (jointly); Blyth & Co., Inc.; (2) 
For preferred stock: Blyth & Co., Inc. 

Pacific Lighting Corp. 
May 8 Robert W. Miller, Chairman of the Board, an- 
nounced that it is likely the corporation will sell some 
common stock within the next several months (prob- 
ably to stockholders). Proceeds—For new facilities and 
equipment. Underwriter—Blyth & Co., Inc., San Fran- 
cisco and New York. 


Pacific Telephone & Telegraph Co. 
Jan. 8 it was reported company plans $300,600,000 capi- 
tal outlay program. Proceeds—for construction program 


in 1958 and 1959 ($137,000,000 in 1958). Underwriter— 
To be determined by competitive bidding. Probable bid- 
ders— Halsey, Stuart & Co. Inc.; Morgan Stanley & Co. 


St. Joseph Light & Power Co. 
April 15 it was announced that the company plans to 
market $6,500,000 in bonds or preferred stock “sometime 
this summer.” The stockholders on May 21 will vote on 
authorizing an increase in bonded indebtedness of $6,- 
500,000, and an increase in preferred stock from 25,000 
shares to 50,000 shares. Proeeeds — For repayment of 
short-term bank loans and for construction program. 
Underwriter—For bonds to be determined by competi- 
tive bidding. Probable bidders: Halsey, Stuart & Co. Inc.; 
Smith, Barney & Co., Glore, Forgan & Co. and Blair 
& Co. Inc. (jointly); White, Weld & Co.; Equitable Secu- 
rities Corp. Last preferred financing was done privately. 


South Carolina Electric & Gas Co. 
April 7 it was announced by the company that it plans 
to sell some additional bonds during the latter part of 
the year. Proceeds — Together with bank loans, to be 
used for $16,000,000 construction program. Bonds may 
be placed privately through Kidder, Peabody & Co. 
Southern Colorado Power Co. 
April 21 it was reported stockholders will vote May 9 
on creating an additional 100,000 shares of preferred 
stock (par $50). Underwriters—Stone & Webster Secu- 
rities Corp. and Paine, Webber, Jackson & Curtis. 


® Southern Natural Gas Co. (7/10) 

May 19 it was announced company plans to issue and 
sell $30,000,000 of sinking fund debentures due 1978. 
Proceeds—For construction program. Underwriter—To 
be determined by competitive bidding. Probable bid- 
ders: Halsey, Stuart & Co. Inc.; The First Boston Corp.; 
Blyth & Co., Inc., and Kidder, Peabody & Co. (jointly). 
Bids — Tentatively scheduled for July 10 at 90 Broad 


St., New York, N. Y. Registration — Expected about 
June 12. 


Southern Railway Co. 

March 20 it was reported that the company plans to issue 
about $20,000,000 of bonds. Underwriter—To be deter- 
mined by ‘competitive bidding. Probable bidders: Halsey, 
Stuart & Co. Inc.; Kidder Peabody & Co., Inc.; The First 
Boston Corp. and White, Weld & Co. (jointly); Morgan 
Stanley & Co.; Eastman Dillon, Union Securities & Co., 
and Salomon Bros. & Hutzler (jointly). 
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Standard Qil Co. of California 

May 6 it was announced by R. G. Follis, Chairman of 
the board, that it is planned to issue $150,000,000 ot 
long-term debentures. Proceeds—To refinance a bank 
obligation of $50,000,000 due this year to provide addi- 
tional capital for the company’s overall program. Under 
writers—Blyth & Co., Inc., and Dean Witter & Co., both 
of San Francisco, Calif., and New York, N. Y. Offering 
—Expected in June. 


% Tampa Electric Co. (7/a/) 

May 14 it was reported company plans to issue and sell 
$17,000,000 of first mortgage bonds, Preceeds—For con- 
struetion program. Underwriter—To be determined by 
competitive bidding. Probable bidders: Halsey, Stuart 
& Co. Inc.; Stone & Webster Securities Corp.; Kuhn, 
Loeb & Co.: Merrill Lynch, Pierce, Fenner & Smith: 
Free a Sachs & Co. Bids—Expected to be received on 
July 17 


Union Electric Co., St. Louis, Mo. 
March 28 it was announced company plans to market 
about $30,000,000 of common. stock in the latter part. of 
this year or in the first quarter of 1959. Proceeds—For 
construction program. 


United Gas Corp: (6/25) 
May 5 it was reported that this corporation plans the 
sale of $40,000,000 of sinking fund debentures:due 1978. 
Underwriter—To be determined by competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Inc.; ‘The First 
Boston Corp., Harriman Ripley & Co. Inc.,.and Gold- 
man Sachs & Co. (jointly); White, Weld & Co. Morgan 
Stanley & Co. and Equitable Securities Corp. (jointly). 
Bids — Expected to be received up to noon: (EDT) on 
June 25 at Room 2033, Two Rector St., New York 6, N. ¥, 


Washington Gas Light Co. 
March 24 it was announced company plans to-issue and 
sell about $7,000,000 of new securities, which may in-= 
clude some preferred’ stock. Proceeds—For construction 
program. Underwriters—Johnston, Lemon & Co., Alex, 
Brown & Sons, Auchincloss, Parker & Redpath and Fol« 
ger, Nolan Inc. Offering—May be early in Summer. 


Wisconsin Power & Light Co. 
March 17 it was announced that company plans to issue 
and sell $10,000,000 of first mortgage bonds. Proceeds— 
To retire bank loans and for construction ‘program. ao 
derwriter — To be determined by competitive - 
Probable bidders: Halsey, Stuart & Co. Inc.; Smi 
Barney & Co. and Robert W. Baird & Co., Inc. (join 
Equitable Securities Corp. and Eastman Dillon, VU. 
Securities & Co. (jointly); White, Weld & Co., Kidder; 
Peabody & Co. and Salomon Bros. & Hutzler (jointly); 
The First Boston Corp. Offering—Not expected until 
late in 1958 or early in 1959. 


Wisconsin Public Service Corp. 
March 4 it was announced company plans to sell about 
$12,500,000 of new securities in the last half of the cure 
rent year. The type of securities has not yet been 
decided on. Underwriter—To be determined ‘by. com- 
petitive bidding. Probable bidders: (1) For any -bends— 
Halsey, Stuart & Co. Inc.;, White Weld & Co.; The First 
Boston Corp.; Kidder, Peabody. & Co.; Merrili Lynch, 
Pierce, Fenner & Smith; Eastman Dillon, Unien Secu- 
rities & Co. and Salomon Bros. & Hutzler. (jointly); 
Kuhn, Loeb & Co., and American Securities 
(jointly). (2) For any preferred stock—Merrill L 
Pierce, Fenner & Smith; Salomon Bros. & Hutzler and. 
Eastman Dillon, Union Securities & Co., (jointly); Lehe 
man Brothers; Kuhn, Loeb & Co. and A. C. Allyn & Co, 
Inc. (jointly); The First Boston Corp.; White, Weld’ &- 
Co.; Kidder, Peabody & Co. 
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Right new the rank and file in 
the underwriting business have 
their eyes glued pretty much on 
Washington waiting announce- 
ment by the Treasury of its plans 
for refinancing some $9 to $13 
billion of outstanding obligations. 

Announcement is due next week 
and it is seldom that informed 
sources have been as thoroughly 
mixed up about things as they 
seem to be on this occasion. 
Guessing runs the gamut. but with 
a tendency’ te shy away from ex- 
péctations of any really long-term 
effort at this time. 

Rather the best hunch, and it 
is definitely no more than that, 
is for a rollover of $9 billion at 
this time, with an offering of one- 
year to eighteen months notes 
and five to seven-year paper ex- 
pected to be made to holders of 
maturity debts. 


Feeling is that the 
probably will let the remaining 
$4 billion wait until along in 
August when this segment will 


Treasury 


will have been pretty well spent 
by that time. 

For the moment even the Gov- 
ernment market is satisfied to do 
little more than mark time pend- 
ing the Treasury’s forthcoming 
decision. 


Demand Still Slack 
Corporate new issues reaching 
market this week have been slug- 
gish in moving out to investors. 
In short, the overall picture in 
this part of the market had not 
changed basically from a week ago. 


Funds are available among in- 
stitutional investors but these ex- 
perienced hands continue to bide 
their time refusing to be rushed 
into decisions. And with under- 
writers’ bids for new securities 
swinging through a fair price are 
in search of a common meeting 
ground their attitude seems justi- 
fied to some observers. 

This week’s offerings of new 
debt securities for Gulf States 
Utilities and for Illinois Power 
Co., both attracted multiple bids 
and were somewhat slow in mov- 


ing out upon reofferings. 


Presumably the company feels 
that market conditions will be 
better a few weeks or a few 
months hence thus permitting it 
to do a better job of cutting the 
cost of its borrowed funds. 


New Jersey Bell Telephone Co. 
and Merrimack-Essex Electric Co. 
both managed to refinance high- 
coupon bonds floated a year agq. 
But the latter company completed 
the job after a postponement, 


Slow Week Ahead 

Unless a few negotiated deals 
are brought into the picture, next 
week promises to be relatively 
quiet in the new issue market. 
Sidetracking of New York Tele- 
phone Co.’s projected operation 
cut back the total of prospective 
new debt issues to around $61 
million. 


This includes an offering of $11 
million slated to be marketed by 
bankers for the City of Oslo, 
Norway, on Tuesday. The same 
day Appalachian Power Co. will 
take bids on $25 million of new 


bonds and Transcontinental Gas — 
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Group Securities 
Reveals Increase 
In Large Orders 


Group Securities, Inc., $100,- 
000,000 Mutual Fund, in a surves 
of investor purchases for the year 
1957 and the first four months of 
1958, reports the number of large 


individual orders has increased 
6ubstantially. 
The survey groups. investor 


purchases into two general price 
categories. First, those between 
$10,000 and $25,000, and secondly, 
these above $25,000. 

During the year 1957 there 
were 165 separate purchases be- 
iween $10,000 and $25,000. In the 
first four months of 1958 there 
were 98 an increase in the 
annual rate of 78%. 

For 1957 the number of investor 
“purchases in excess of $25,000 
totaled 48, while in the first quar- 
ter of 1958 there were 30. The 
increase in the annual rate of 
purchases in this higher category 
fis 88%. 

Commenting on this trend, Her- 
bert R. Anderson, Group Securi- 
ties’ President, stated that “there 
is a somewhat popular misconcep- 
tion that the advantages of a 
mutual fund diversification, 
convenience and full-time man- 
@gement by an investment re- 
eearch organization — are aimed 
gather exclusively at the investor 
of modest means. The truth of 
the matter is,” he continued, “that 
these qualities may be even more 
important to people of more sub- 
étantial means. Large orders gen- 
erally represent an older person’s 
accumulation, and by reason of 
the relatively short period before 
retirement (if that has not al- 
ready occurred) the avoidance of 
épeculative losses through proper 
diversification and competent ad- 
gninistration is of primary 
concern.” 

“Another very important devel- 
opment attracting the individual 
of substantial means,” Mr. Ander- 
6on said, “is our Periodic Remit- 
fance Plan. This relatively new 
eervice permits an individual to 
- €eceive a fixed monthly payment 
from the earnings of his shares, 
which are with Group Securities. 
A shareholder may use a portion 
of his principal in combination 
with the income to make up the 
desired monthly withdrawal.” 

Mr. Anderson concluded that 
“ihere is every evidence this 
4rend toward broader use of 
Mitual Funds by individuals of 
larger means will continue to 
¢how further substantial gains.” 
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Mutual Fund Sales Up Sharply 


Investor purchases of open-end investment company—mutual 
fund—shares in April were $122,206,000 compared with $105,712,- 
000 in March and $112.989,000 in April, 1957, according to the 
National Association ot Invest.nent Companies. 

Total net assets of the 144 open-end member companies of 


the Association at the close of April were 9,786,243,000. 
they came te $9,462,830,000. 


end of March 


At the 
Net assets at the end 


of April, 1957 totaled $9,463,514,000. 

Mutual fund shares turned in for redemption by shareholders 
during April were valued at $32,453,000, compared with $31,858,000 
for the previous montin and $37,181,600 for April a year ago. 

Accumulation plans continued to be popular. In April of this 
year, 17,676 new plans were started by investors, compared with 

8.682 in March, 1958, and 17,492 in April, 1957. 

Cash, U. S. Government securities and short-term corporate 
obligations held by the 144 open-end member companies of the 
Association totaled $638.990.000 at the close of April this year. 
This compares with cash holdings of $619,687,000 at the end of 


March, and $486.731,000 on April 30 


NAIC Offers 
New Study on 
Fund Holders 


Individual shareholders of mu- 
tual funds—about one-sixth of all 
U. S. investors—for the most part 
are planning their own economic 
futures through combinations of 
equity investments, life insurance 


and savings, says the National 
Association of Investment Com- 
panies. 


A new comprehensive survey of 
open-end investment company 
shareholders, made public by the 
Association in a 53-page booklet, 
shows them to be a cross-sectional 
group that uses mutual fund 
shares as part of an over-all fi- 
nancial plan. This is true of share- 
holders of all ages, income groups 
and occupations, 

The survey, more extensive 
than previous studies of share- 
holders, reveals significant differ- 
ences between the regular account 
holder, or “lump-sum” purchaser, 
of Mutual fund shares and the ac- 
cumulation plan holder, the one 
who invests new money on a 
monthly or quarterly basis. 

Compared with the accumula- 
tion plan holder, the regular ac- 
count holder is older and has 
larger financial assets, the survey 
states. He is more inclined to own 
shares of more than one mutual 
fund and to have a greater per- 
centage of his total financial 
assets in individual corporate 
stocks. His insurance coverage is 
lower than that of the younger 
accumulation plan holder who has 
responsibility to a growing family. 


The study examines the vital 
statistics of mutual tund share- 
holders as well as their invest- 


ment objectives, size of holdings 
and the characteristics of their 
financial programs. 

It reveals also the influence of 
marital status, sex and age on mu- 
tual fund investing. It shows that 
men usually have larger holdings 
of mutual funds than women: that, 
on the average, the older the in- 
dividual, the greater his holdings: 
and that usually the larger his 
mutual fund investment, the more 


1957. 


likely that an individual has ex- 
tensive holdings of securities ac- 
quired directly and larger cash 
reserves. 

According to the survey, the to- 
tal of median financial assets of 
regular account holders of mutual 
funds is $15,702, excluding life in- 
surance coverage. Accumulation 
plan holders divide their assets in 
three almost equal parts between 
cash, mutual fund shares and se- 
curities owned directly. The total 
of their median holdings is $5,556. 

The study is based on a repre- 
sentative sampling of shareholders 
of 12 different mutual funds. Re- 
plies in sufficient detail for use in 
the compilations were received 
from 3,355 mutual fund share- 
holders. 

The booklet 
the National 
vestment Companies, 
way, New York 6, 
Price is $1.00 a copy. 


is available from 
Association of In- 
61 Broad- 
New York. 


Wellington Fund 
Sales Inerease 


Wellington Fund sales for April 
1858 were nearly 30° higher than 
for April 1957, according to A. J. 
Wilkins, Vice-President. 

The comparable sales 
are as follows: 

April 1958 April 1957 
$9,293,037 $7,222,580 

The record April 1958 volume 
follows a first quarter which also 
showed an increase over 1957. 

The comparable sales figures for 
the first four months of 1958 and 
1957 are as follows: 


figures 


1958 1957 
$35,240,971 $32,654,830 
Mr. Wilkins believes the sales 
records indicate 1) that invest- 


ment dealers and shareholders are 
favorably impressed with the long 
range results produced by a con- 
servative balanced mutual fund 
and 2) that investors increasingly 
appreciate the value of services 
uniquely available to mutual fund 
shareholders. 

Total assets of the Wellington 
Fund on April 30, 1958, were 
$674.038,602. 
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Incorporated 
Stresses Ethical 
Drug Stocks 


Net assets of Incorporated In- 
vestors have increased to $217 
million from $210 million, during 
the quarter ended March 31, 1958, 
according to the Fund’s 129th 
Quarterly Report to Stockholders. 

Substantial commitments in the 
stock of companies making ethical 
drugs have been made by Incor- 
porated Investors during this 
quarter. “The steady expansion of 
research activities and the result- 
ant flow of new products to a 
waiting market is the basic factor 
in our judgment for the expected 
growth of this industry at a rate 
in excess of the economy and 
largely independent of its ups and 
downs,” the President's letter to 
stockholders states. 

The letter points out other fac- 
tors contributing to favorable 
prospects for long-term earnings 
growth in the ethical drug indus- 
try. “The steady upward move- 
ment in the per cent of disposable 
personal income spent for phar- 
maceuticals, the rapid increase in 
drug sales abroad, and the growth 
of those segments of the popula- 
tion — the very young and the 
elderly — that are major con- 
sumers of drugs.” 

“In keeping with our invest- 
ment point of view,” it concludes, 
“we look for no_ spectacular 
immediate profit from these in- 
vestments, We do believe that in 
time growing earnings coupled 
with investor reappraisal of these 
earnings could result in substan- 
tially higher prices for these ethi- 
cal drug stocks as a group.” 

Shares of the following com- 
panies were purchased by Incor- 
porated Investors during the first 
quarter of 1958: Eli Lilly & Co., 
Merck & Co., Minnesota Mining 
and Manufacturing, Republic 
Steel, Royal Dutch Petroleum, 
Schering Corp., Smith Kline & 
French Labs, U. S. Steel, Weyer- 
haeuser Timber and Youngstown 
Sheet and Tube, 

Sales were made in _ Illinois 
Central Railroad, National Lead, 
Standard Oil of California and 
Union Oil of California. 


New Study on 
Chemical Industry 


“The Chemical Industry, a ma- 
jor factor in the steadily rising 
standard of living in the U. S., has 
attained its growth primarily 
through the development and sale 
of new products importantly af- 
fecting virtually every industry as 
well as most of us as individ- 
uals,” according to a new report 
issued by Distributors Group, Inc., 
investment manager of Group Se- 
curities, Inc., $110,000,000 Mutual 
Fund. 

Discussing the source of the in- 
dustry’s expansion, the report 
notes that “a high proportion of 
each year’s earnings are retained 


to finance its growth. Although 
this necessarily reduces the in- 


come dividends currently paid on 
the common stock, it provides the 
money for research and plant ex- 
pansion which increase future 
earning power. Stockholders are 
foregoing a higher current return 
in seeking the rewards of long- 
term growth of principal and in- 
come.” 

The high investment standing of 
securities of companies in this in- 
justry is illustrated by the fact 
that many professionally managed 
institutional portfolios have sub- 
itantial holdings of chemical and 
ilrug stocks. “This endorsement,” 
he report comments “is signifi- 


‘ant to investors contemplating an 
nvestment in this dynamic indus- 
try.” 


... Thursday, May 22, 1958 


Fund’s Bond 
Reserves at 


All-Time High 


Total assets of Rowe Price Stock 
Fund at end of the March quarter 
increased to $10,731,650 from $8,- 
830,996 the year previous. Net as- 
set value declined to $29.91 from 
$30.85 on March 31, 1957. This 
represented a gain, however, of 
1% for the period after adjustment 
for the $1.25 distribution paid in 
December, 1957 from realized gain 
on the sale of securities. During 
the first quarter of 1958, net asset 
value per share increased from 
$27.67 to $29.91. 

During the year, the total num- 
ber of stockholders increased from 
1,943 to 2,756. 

In his letter, Mr. Price stated, 
“The present business recession is 
greater than anything experienced 
since the end of World War II and 
the leading economic indicators 
give no assurance that the decline 
in business activity has run its 
course. We have no way of telling 
how much further business will 
decline, when it will hit bottom, 
or how long it will stay there be- 
fore starting to recover.” “We do 
know,” he said, “that profit mar- 
gins of many companies are being 
squeezed as a result of lower sales 
and continued high cost of opera- 
tion and have, therefore, contin- 
ued our cautious investment pol- 
icy by investing the proceeds from 
new subscriptions in short term 
bonds thereby increasing our bond 
reserves. 

“On March 31, 1958, these re- 
serves represented 26.6% of the 
total portfolio value which is the 
highest since the formation of our 
Fund. At the same time,” he con- 
tinued, “we are convinced that 
further inflation in the long run 
is inevitable and that ownership 
of well selected growth stocks will 
afford the best protection to in- 
vestors.” 


Investors Syndicate 
Of America Reports 
New Highs for 1957 


Investors Syndicate of America, 
Inc., wholly-owned subsidiary of 
Investors Diversified Services, 
Inc., reached new highs in net as- 
sets, earnings, sales of face- 
amount accumulation certificates 
and maturity value of certificates 
outstanding, Joseph M. Fitzsim- 
mons, Chairman of the Board and 
President of ISA, reported in the 
company’s seventeenth annual re- 
port. 

Total net assets increased to 
$456,045,074 as of Dec. 31, 1957, 
compared with $420,792,701 at the 
preceding year end, a gain of $35,- 
252,373. 

Certificate reserves stood at 
$431,770,455 at the close of 1957 
against $401,670,710 at the prior 
year’s close. The increase of $30,- 
099,745 for the year included 
$13,088,976 of reserve accumula- 
tions and additional credits pro- 
vided from the earnings of the 
company. Credits in addition to 
basic yields on ISA certificates 
have been determined by the 
Board of Directors for each year 
since 1942. Such additional cred- 
its were determined for the year 
1958 at the rate of 1» of 1%, the 
same rate as for 1957. 

Net income for the year rose to 
$4,888,167 from $4,001,523 at the 
end of 1956. All of the earnings 
for both years were retained in 
the company’s surplus account. 
Combined capital and surplus at 
the close of 1957 amounted to 
$21,454,447. 

New certificates issued during 
1957 numbered 46,882 which had 


an aggregate maturity value of 
$306,664,441, marking all-time 
highs. In the prior year, 43,060 








certificates with completion val- 
ues of $283,886,822 were issued. 

Certificate accounts in force at 
the year end reached the record 
number of 327,058 with aggregate 
completion values of $1,861,129,- 
638, also a record high. 


Investments of the company 
continued to be made in diversi- 
fied mortgages and securities, the 
report shows. Qualified securities 
investments were increased to a 
total of $162,356,230 as of Dec. 31, 
1957, against $124.558,650 at the 
preceding year end. The major 
part of new investments was in 
holdings of municipal and other 
tax-exempt bonds which were in- 
creased by $31,109,068. 

Real estate mortgages held at 
the close of 1957 declined to 
$260,436,766 compared with $269,- 
655,677 at the end of 1956, due 
largely to amortization payments. 
Approximately 8412% of these 
mortgages are insured by the 
Federal Housing Administration 
or carry a full or partial guarantee 
under the Servicemen’s Readjust- 
ment Act of 1944, as amended. 

Certificates having a _ face- 
amount of $28,755,000 were com- 
pleted in 1957. Holders of $25,- 
402,500 of these maturities elected 
to receive cash settlements, while 
holders of the remaining $3,352,- 
500 left the proceeds with the 
company for extended periods un- 
der various settlement options. 


National Shares Corporation, 
closed-end investment company 
managed by Dominick & Domi- 
nick, reports a net assets value on 
March 31, 1958 (after deducting 
the dividend of 12 cents per share 
payable April 15, 1958) of $19.93 
per share on the 1,080,000 shares 
of capital stock outstanding. This 
compared with a net asset value 
on Dec. 31, 1957 of $19.27 per 
share. 

Common stocks held at the end 
of the first quarter constituted 
86% of the company’s assets. U.S. 
Government obligations and cash 
and receivables, net of liabilities, 
accounted for 5.6%; corporate 
bonds, 7.7%; preferred stocks, 
0.7%. 

Portfolio changes during the 
first quarter included new pur- 
chases of 7,500 shares of Royal 
Dutch and 4,500 shares of Ana- 
conda and an increase in holdings 
of International Nickel, Interna- 
tional Paper, Kaiser Aluminum, 
Outboard Marine Corp., Minne- 
sota Mining and Manufacturing 
and Jones & Laughlin Steel, The 
company sold 6,600 shares of So- 
cony Mobil Oil, 4,200 shares of 
Pittston Company and 4,000 shares 
of American Smelting & Refining. 

Carriers & General Corpora- 
tion’s total net assets at March 31, 
1958, with securities valued at 
market quotations and before de- 
duction of principal amount of 
outstanding debentures, were $15,- 
882,132 (excluding unamortized 
debenture financing costs of 
$2,625), it was announced. 


This compared with total net 
assets of $14,926,614 on Dec. 31, 
1957. Net asset value of the com- 
mon stock was $24.97 a share on 
March 31, compared with $23.27 
on Dec. 31. 


The asset coverage per $1,000 of 
debentures outstanding on Mar. 31 
(excluding unamortized debenture 
financing costs) amounted to 
$8,484. Interest and amortization 
requirements on debentures out- 
standing were earned 8.25 times 
during the first three months of 
1958. Net income applicable to 
common stock for the three 
months ended March 31, 1958 (ex- 
clusive of profits on sales of secu- 
rities) was $103,462. 


Joins Grant, Fontaine 
(Special to Tue FInanciaAL CHRONICLE) 
OAKLAND, Calif. — Robert F. 
Kohnke has joined the staff of 
Grant, Fontaine & Co., 360 
Twenty-first St. 


Delaware Fund 
Skeptical of 


Stock Price Level 


Recently completed transactions 
of Delaware Fund include the sale 
of American Airlines and the pur- 
chase of American Telephone & 
Telegraph common, as well as a 
small block of International Tele- 
phone & Telegraph debentures, 
reported D. Moreau Barringer, 
partner of Delaware company, the 
fund’s Investment Manager, in his 
latest semi-m onthly Directors’ 
Letter. 


Mr. Barringer said he and his 
associates have felt for some time 
that the outlook for airlines, de- 
spite their continuing growth, 
would remain clouded by mount- 
ing operating costs, increasing 
expensive equipment, and the in- 
tensification of CAB-fostered com- 
petition. The market recovery, 
which boosted American’s price 
nearly 30% above its 1957 low, 
gave the fund an opportunity to 
eliminate its holdings of the big 
air passenger and freight carrier. 

The investment adviser, who is 
also Chairman of Delaware's 
Board, described both AT&T and 
IT&T as “defensive investments.” 
Their purchase, he said, was 
prompted by the fact that the 
market has moved up more than 
seems justified by current busi- 
ness figures. 

He pointea out, however, that 
the defensive nature of these in- 
vestment changes “does not im- 
ply we have jettisoned our op- 
timism about a business recovery.” 
lt is rather, he explained, a rec- 
ognition of the fact that the mar- 
ket has anticipated by what may 
prove too wide a margin of time, 
the reversal of the downtrend in 
business statistics. Recent stecl 
production, employment and even 
railroad carloadings indicate a 
leveling, he observed. “But at the 
same time,’ Mr. Barringer told 
his directors, “the level of stock 


prices, only about 10% below their 


high point, seems less justificd 
by actual earnings than has been 
the case for several months.” 


Nucleonies Funds 
Expands on 
Contractual Plans 


Nucleonics, Chemistry & Elec- 
tronics Shares has substantially 
expanded the number and va- 
riety of its contractual investment 
programs to meet a very rapidly 
growing demand for NCE shares 
through this type of investment, 
according to William G. Dam- 
roth, Vice-President. 

Mr. Damroth said the new plans 
are tailored to meet investors’ re- 
quirements based on a field study 
that disclosed a strong national 
sales trend toward contractual 
programs in the mutual fund in- 
dustry. 

The study, according to Mr. 
Damroth, was prompted by NCE’s 
own experience. “We entered the 
contractual field rather timidly a 
little more than a year ago with 
a very limited number of contrac- 
tual programs,” he said. “From the 
outset,” he continued, “our con- 
tractual programs—only four in 
number—had acceptance. Sales 
rose sharply month after month 
and although the plans are less 
than a year old,” he observed, 
“they are selling at the rate of 
close to $1 million monthly and 
rapidly climbing.” 

Mr. Damroth said the new con- 
tractual plans make NCE Shares 
fully competitive for the first 
time in the contractual field. They 
make available to investors pur- 
chase programs at the rate of 
from $20 up to $1,000 monthly 
with life insurance available for 
plans up to $250 monthly. The 
new plans also include single pay- 
ment programs beginning at $500. 

The new plans keere* > 2" 

Ne 
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With distribution of NCE’s new 
contractual prospectus now under 
way. The prospectus is dated 
April 7, 1958. 


Dividend Shares 
Reports Rise in 
Total Net Assets 


Total net assets of Dividend 
Shares, Inc., an open-end mutual 
fund managed by Calvin Bullock, 
were $213,603,828, or $2.54 per 
share on March 31, 1958, the re- 
port accompanying the 103rd 
consecutive quarterly dividend 
stated. : 

These figures compare with to- 
tal net assets of $208,435,033 or 
$2.64 per share reported on March 
31, 1957 and total net assets of 
$199,479,202 or $2.40 per share for 
the quarter ended Dec. 31, 1957. 

The fund, which seeks income 
plus capital gains through invest- 
ment in some 100 common stocks 
of America’s leading corporations, 
noted principal investment groups 
as follows: utilities, 15.08%; pe- 
troleums, 14.84%; and chemicals 
and drugs, 9.11%. Largest indi- 
vidual common stock holdings 
were: Standard Oil (N. J.), In- 
ternational Paper, IBM, Texas 
Company, Standard Oil (Calif.), 
U.S. Steel, American Gas & Elec- 
tric, American Cyanamid, Union 
Carbide and Gulf Oil. 


Fund Looks for 
Better Oil Earnings 


In the Gas Industries Fund 
Annual Report, James H. Orr, 
President, states that the current 
oversupply of oil resulting from 
the reopening last year of the 
Suez Canal and from reduced 
business activity is being checked 
by a reduction of imports, a re- 
duction in crude oil production, 
and a cutback in refinery opera- 
tions. Further reductions in gaso- 
line inventories are expected as 
the country moves into the auto- 
mobile-driving season. These fac- 
tors should result, he said, in 
improved earnings for the oil in- 
dustry developing through the 
year. 

The natural gas industry, ac- 
cording to Mr. Orr, presents a 
different picture. With no inven- 
tory problems and demand con- 
tinuing to increase strongly, most 
natural gas pipelines reported 
record earnings and dividends. 
Gas utilities also had a good year. 
Total gas sales during 1957 were 
up about 4% over the previous 
year and construction expendi- 
tures in the industrv were at an 
all-time high of $2 billion. 

Turning to the future, Mr. Orr 
pointed out that the growth of the 
oil and natural gas industry has 
been consistent and impressive 
since World War II, and that the 
demands of our growing popula- 
tion make it reasonable to expect 
that this strong growth trend in 
the use of energy will continue. 

Gas industries Fund per share 
net asset value at the March 31, 
1958 year end was $11.44 after 
allowance for payment of security 
profits of 29 cents. This compares 
with net asset value of $10.77 
three months previous and $13.93 
a year ago. The total net assets of 
the Fund rose to $56,500,000 over 
the $52,700,000 of the previous 
quarter. 


New System for Reporting 
Systematic Investments 


A new and greatly improved 
system of reporting systematic 


fund investments to shareholders 
has been announced for The In- 
come Fund of Boston, Inc. The 
advantages of the new method 
should be of great interest to the 
many thousands of investors who 
are now making regular invest- 
ments in mutual funds. 

Heretofore, shareholders of the 
Fund have receivund oct 


their accounts. Under the im- 
proved system the statement will 
also show a cumulative record of 
every transaction which has taken 
place in the shareholders’ accounts 
during the entire year. 

The principal advantage of the 
improved system is that it will no 
longer be necessary for the inves- 
tor to retain for tax purposes all 
of his confirmations of the many 
transactions in his account during 





Continued from page 2 


(2325) 45 





the preceding year. Since each 
statement of the last transaction 
also shows a record of every 
transaction in his account during 
the entire year, the investor can 
discard all previous statementg 
received by him. 

The new system will also reduce 
the possibility for error by mak- 
ing any errors readily apparen? 
and very easy to correct. 


- _ —_—s 


The Security I Like Best 


tal over last year finds the com- 
pany in a strong financial condi- 
tion. That the funds arising from 
the increased capitalization were 
wisely committed will be evident 
in later comment on mergers and 
new acquisitions. 

Sales last year were $264,000,- 
000. That’s up from the $108,000,- 
000 figure at the time of my 1953 
appraisal. Current ratio in round 
figures now $14612 million to 
$4114 million ends up percentage- 
wise at 3.55 to 1—a year earlier 
2.65 to 1. 

Because the name Carrier im- 
mediately suggests air condition- 
ing, the company has not gener- 
ally been thought of as diversified. 
This was true prior to the early 
and middle 1950’s. Through con- 
centration of engineering skill 
and marketing talent, world lead- 
ership in their basic line has been 
attained. Competition has not 
been lacking and at times has 
been of the rough and tumble 
variety. This has proven a healthy 
challenge, resulting in new and 
advanced products designed to 
broaden markets in homes and 
industry. 

The following will illustrate the 
broad range of current Carrier 
products: 

Elliot Company: Products in- 
clude electrical equipment, mo- 
tors and generators, steam tur- 
bines, heat transfer apparatus, 
compressors, turbochargers; sup- 
plied to electric and gas utilities, 
diesel engine manufacturers, oil 
refineries and chemical plants, 
among others. 

Machinery & Systems Division: 
Designers and manufacturers of 
larger sizes of air-conditioning 
and refrigeration; air and gas 
compressors for use in refineries, 
chemical, rubber, steel and food 
industries. MSD is an important 
supplier to the U. S. Navy, re- 
sulting in Carrier equipment be- 
ing found on nuclear powered 
submarines now in service or un- 
der construction. 

Unitary Equipment Division: 
Major products include air condi- 
tioners for commercial use, home 


heating, cooling, or both, auto- 
matic ice makers and _ related 
products. 


Bryant Manufacturing Company: 
Gas fired and oil fired furnaces, 


air conditioning products and 
boilers. 
Spectrol Electronics Corpora- 


tion and Monrovia Aviation Cor- 
poration: Bonded metal compo- 
nents for the aircraft industry. 
Precision instruments for use in 
guided missiles, radar, automation, 
electronic computers. 


Allied Products Division: Food 
freezers, industrial space heaters, 
and air conditioning for aircraft, 
railway passenger cars, buses, and 
mobile homes. Also refrigeration 
for trucks and freight cars, 

Cambridge Corporation: Equip- 
ment for storage and transpor- 
tation of liquified gases. 

This is not a complete coverage 
of divisions, subsidiaries or prod- 
ucts. It does, however, suggest the 
scope and purpose of the expan- 
sion policy. 

There are two new and recently 
announced products which merit 
comment. A new vnortable home 
air conditionines wnt i vere? ]. 


outlet and sells in the price range 
of a small TV set. There seems to 
be no point in commenting fur- 
ther upon the large potential mar-~ 
ket for this convenient appliance, 

Then there is the new Roto-~ 
spray Weathermaker, a machine 
which holds promise of wide- 
spread acceptance. Foregoing en- 
gineering terms, it may be de- 
scribed as a unit to wash air—- 
and the term is used in its literal 
sense. Its appeal is especially to- 
ward industrial plants, particu- 
larly textile mills where dust and 
lint pose a serious problem. Roto- 
spray may well be its solution, 
Dirt and dust laden air passes 
through its chamber, becomes 
washed along the way, and re- 
turns to the factory area in puri- 
fied form. Because it is suspended 
from the wall or ceiling, no sac- 
rifice of floor space is involved, 
Rotospray-equipped factories pro- 
vide healthier and more satisfac- 
tory working conditions, resulting 
in increased efficiency and im- 
proved employee relations. 

Cloud Wampler, Carrier Chair- 
man, at a recent meeting of the 
New York Society of Security 
Analysts, revealed the almost 
measureless future of the industry 
which he represents. Aside from 
the 151 countries where markets 
now exist or are under develop- 
ment, he emphasized the signifi- 
cance of projected increases in our 
domestic population to 200 million 
in 1965. Quoting him directly: 
“That’s an awful lot of customers.” 
He told of other plans and proj- 
ects, some still in the minds of 
their 2,000 engineers and re- 
searchers, others well on their 
way to fruition. 

Envisioned are the cleansing of 
air out of doors as well as inside 
and moderating the effects of 
weather extremes (air-condi- 
tioned sidewalks are already in 
use). Even now under develop- 
ment are processes for the con- 
version of salt water to a potable 
commodity. 

Mr. Wampler’s remarks and 
projections led to a single con- 
clusion. Carrier is a company of 
vision and progress engaged in 
the creation of greater human 
comfort. 

A word or two about the in- 
vestment quality of the stock and 
then, in the words of the little 
boy sitting on a cake of ice, “my 
tale is told.” In 1952 with sales 
at $108 million, dividends of $1.40, 
earnings of $4.89 and book value 
at $34.64, the common sold at 40. 
Today, with sales at $264 million, 
dividends of $2.40, earnings at 
$3.17 and book value at $49.05, it 
is selling at 38. 

February, 1958, bookings have 
been reported. They are 15% 
ahead of last year and 132% of 
what had been budgeted for the 
period. This is, of course, gratify~ 
ing in the light of present uncer- 
tainties. The expansion program 
is completed and $14 million of 
bank loans have been paid off. Al- 
though management anticipates 
somewhat lower sales this year 
than last because of the general 
business situation, they anticipate 
a modest increase in earnings due 
to the impact of extensive cost 
and expense improvement pro- 
grams. 

The common stock of Carrier, 
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Indications of Current 


Business Activity 


AMERICAN IRON AND STEEL INSTITUTE: 


Indicated Steel operations (per cent capacity )----------- May 25 
Equivalent to— 
Steel ingots and castings (net tons)... -.-------------- May 25 


AMERICAN PETROLEUM INSTITUTE: 
Crude oil and condensate output—daily average (bbls. of 


4@-qallene-cacht) ......— - cinco ene ay 9 
Crude runs to stills—daily average (bbls.)_.--__--- anata May 9 
ee ee ee 
Kerosene output (bbié.)_-----____- 5 scapiintininsitiahiadiiiiininaamad- aa 7a 
Distillate fuel oil output SRG aOR ee ROR May 9 
pe SE Se ES May 9 
Stocks at refineries, bulk terminals, in transit, in pipe lines— 

Finished and- unfinished. gasoline (bbls:) at__--._---~--- May 9 

Ne 2 iene Se Ce 

Distillate fuel oil (bbis.) at_ ee 6 ee 

Residual fuel oil (bbls.) Te Ate May 9 

ASSOCIATION OF AMERICAN RAILROADS: 
Revenue freight loaded (number. of cars)_._------------~--- May 10 


Revenue freight received from connections (no. of cars)—May 10 


CIVIL ‘ENGENEERING ‘CONSTRUCTION — ENGINEERING 
NEWS-RECORD: 

Total. U. S..construction_______-_- 

Private construction__ 3 AES SAS BP 


Pe eee BY 
.___.May 15 








Public construction __ WiNe sss iiecaieaiaiaindalaals May 15 
NE EE TNT} 
| aS oe OP 

COAL OUTPUT (U. 5. BU REAU OF (MINES): 
Bituminous coal and lignite (tons) = May 10 
Pennsylvania anthracite (tons)__.-..---_----------------- May 10 
DEPARTMENT STORE SALES INDEX—FEDERAL RESERVE 
SYSTEM—1%17-49 AVERAGE ita cintnieihants --.—-May 10 
EDISON ELECTRIC INSTITUTE: 
Electric. output. (in: 000 kwh: )_.-.....----_----- inter 39 
FAILURES (COMMERCIAL AND INDU STRIAL) — DUN & 
BRADSTREET, INC. RR ee a I ~ May 15 
IRON AGE COMPOSITE PRICES: 
Paneer -erees (per i)... ._......-.. ..---- ~~~----May 13 
Pig: 4renitper: gross: tond_._.__.____. _. .___....._..__.-..-~-.......-sMisy 13 
Scrap steel (per gross ton) _ agin ae -May 13 
METAL PRICES (E. & M. J. Qu OTATIONS): 
Electrolytic copper— 
i ET 
Export refinery at__ Se ae ee 
Lead (New York) at_- ee 
Lead (St. Louis) at. sical aecinainine aaindan en tienes ina 
fZine (delivered) at_. octal ppl tna te en taints ean deli aa 
Dene E SEAS. WES) ME... ccc ene cecwseccnsscumnnn | May 14 
Aluminum: (primary:pig. 99% ): at.._.....--....---..---- ~May 14 
POOUEEE OW . RUE) Blin. ice mrncccumaewasnneneneetem May 14 
ee a BOND PRICES DAILY AVERAGES: 

. 8. Government Bonds____-- sicassp aac egite ipa aaciisgeas ncaa 
Sebens i ticctdaliiieratannntinsncosxsilianedn wscanipnceniinghinigiaibidcabentgumabiean aa 
SIE iikcietbiancansasbinsiatacehen Ghi-mdbeanrnenentinet eae 
ee ee ern ee 
i etisiecadl ipeageeonnanaetiin aa ‘i selcims thlmicaiataaitats a 
 __—= bitdig wenn drsaliaetintimeil See 
Railroad "ie aa ee Sekseesitbalihaia-wabero<oniigmasl dill satnineelll May 20 
EL TT ARE IES ERLE May 20 
poy ee ee ee May 20 

MOODY’S BOND YIELD DAILY AVERAGES: 
eee eee 
Ea Oe ee: 
CS EE EEE Se ae ee PEE LTE Re May 20 
ON Mat ec eile DLE, SEER DE TATE TEI NPO WER 
SE Re a a eS Cl, 
EERE Se ee Se 
Railroad Group - See ara | eee ee 
Bl EEE Ce aera eenre es 
0 SES eee 

MOODY’S COMMODITY INDEX_______-_-___----_____ - w--May.20 

NATIONAL PAPERBOARD ASSOCIATION: 
EER May 10 
ote che, |, ene May 10 
Percentage of activity.._.__.._...__ ~-..May 10 
Unfilled orders (tons) at end of period May 10 

OIL, PAINT AND’ save REPORTER PRICE INDEX— 

Ee ee May 16 

ROUND-LOT TRANSACTIONS FOR ACCOUNT OF MEM- 


BERS, EXCEPT ODD-LOT DEALERS AND SPECIALISTS: 
Transactions of » yinpareeaten in stocks in which registered— 


SSE EP ie iS eae een yea - 
EE ee TRS Sei eR Rated April 36 
I ita diare said th tant sss siesta ibcivintaninenchs dada April 26 

r,t cn ES eS ETT April 26 

Other transactions initiated on the floor— 

ee OD lain tin ctetlingsecs si. creencnasennpetisaniipupepantnnibibiniasdnesinepananun il 2 
ce Se eee aaa April 36 
RE SI cceritrinancnmniineteiscanpiiseg se saceceipgiieitigtapaenat titi medi April 26 

4. nS Eanes Sette eeMaennaientt Ber April 26 

ens initiated off the floor— 
ES ee ee eae ae ee i 
I I sins ahdereninnaniesRunaniewialinpepesntinialioninaiimmgsucnredniedl fori 36 
I I ep paentesne as as apes ce trans tin eames tnpreceahsbinaoin April 26 
fr pl ae April 26 


Total round-lot transactions for account ef members— 
Total purchases 


on ret rts rar er eee 
Ene eG SS ETE RE er RE TEs April 26 
EE La I April 26 


STOCK TRANSACTIONS FOR ODD-LOT ACCOUNT OF ODD- 
LOT DEALERS AND SPECIALISTS ON N. Y. STOCK 
EXCHANGE — SECURITIES EXCHANGE COMMISSION: 
Odd-lot sales by dealers (customers’ purchases )—+ 
a ciara sc tereaceencaen itn nncite sp eetee psa April 26 
Dollar value 





Odd-lot purchases by dealers (customers’ sales) — — 
Number of orders—Customers’ total sales__..._.________. April 26 
LU SS ey ee April 26 
IE CID I irises cnesccscircenstntorn rcstwenesiagtntnumeasemaentnal April 26 
RR ea eae a April 26 
Round-lot sales by dealers— 7 
Number of shares—Total sales_._......______. April 26 
Short sales --April 26 
Other sales _._.____ Pe enn ene April 26 


Round-lot purchases by “dealers— 
Ee a April 26 


TOTAL ROUND-LOT STOCK SALES ON THE N. Y. STOCK 
EXCHANGE AND ROUND-LOT STOCK TRANSACTIONS 


FOR ACCOUNT OF MEMBERS (SHARES): 
1 round-lot sales— 


Short sales ___ ri 
Oe ee April 26 
CE ER TT PEM April 26 
RR I eRe Ee a a i te caf April 26 
WHOLESALE PRICES, NEW SERIES — U 
LABOR — (1947-49 = 100): Pe ae 
Commodity Group— 
TT Fe a May 13 
Farm AR a LIE NR eT Ty RINE Hes Ki May 13 
NT SOUT dats eesti see a, increas, 13 
Se May 13 
All commodities other than farm ee May 13 





*Revised figure. 


as of Jan. 1, 1958, as against Jan. 1, 1957 i 
Monthly Investment Plan. some ties did tn deinen t 


one-half cent a pound, 


‘Includes 914,000 barrels of foreign crude runs. 


Latest 
Week 
$54.9 


§1,481,000 


6,220,385 
{7,255,000 


6,651, ‘000 


201,235,000 
19,114,000 
78,287,000 
59,120,000 


535,204 
495,748 


$435,399,000 
200,517,000 
234,882,000 
181,550,000 
53,332,000 


6,180,000 


396,000 


138 


11,257,000 


327 


5.967¢ 
$66.49 
$32.67 


24.550¢c 
22.075¢ 
11.500c 
11.300c 
10.500c 
107000c 
24.000c 
94.625c 


96.24 
96.07 
102.80 
99.52 
95.62 
87.18 
91.34 


97.78 


~ 


aAOurMSo 


CNMMWOC oO 


GoGo A Oy om 
> BS 


ae 

Sow 
S& 
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285.090 
264,699 

86 
383,220 


109.91 


1,623,210 


359,290 


1,333,040 
1,692,330 


474,940 

49,700 
402,890 
452,590 


578,840 
151,680 
648,942 
800,622 


2,676,990 


560,670 


2,384,872 
2,945,542 


,307,769 


$54,737,326 
1,101,334 


18,847 


1,082,487 
$46,137,901 


290,380 


510,660 


1,000,750 
13,325,820 
14,326,570 


119.5 

98.8 
112.9 
1144 
125.4 
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The following statistical tabulations cover production and other figures for the 


latest week or month available. 


Dates shown in first column are either for the 


week or month ended on that date, or, in cases of quotations, are as of that date: 


Previous 
Week 
*52.3 


*1,412,000 


1,698,000 
11,037,000 
6,298,000 


202,515,000 
18,703,000 
76,266,000 
58,050,000 


533,004 
491,170 


$380,569,000 
147,240,000 
233,329,000 
181,574,000 
54,755,000 


6,350,000 
357,000 


5.967¢ 
$66.49 
$32.00 


24.475¢ 
22.200c 
12.000c 
11.800c 
10.500c 
10.000c 
24.000c 
94.500c 


95.61 
96.07 
102.96 
99.68 
95.62 
87.18 
91.62 
97.62 
99.20 


286.835 
246,385 

81 
365,246 


109.92 


1,537,800 

287,810 
1,273,340 
1,561,150 


438,690 

38,700 
385,960 
424,660 


584,915 
138,060 
561,629 
699,689 


2,561,405 

464,570 
2,220,929 
2,685,499 


1,201,302 
$51,370,713 


992,714 
18,837 
973,877 
$42,521,298 


267,160 


492,670 


805,550 
11,871,490 
12,677,040 


*119.3 
*97.7 
112.0 
111.7 

*125.4 


Month 
Ago 
47.1 


1,270,000 


6,186,885 
7,494,000 
25,817,000 
2,031,000 
11,720,000 
7,248,000 


213,786,000 
17,406,000 
73,727,000 
56,962,000 


521,035 
486,754 


$304,489,000 
142,987,000 
161,502,000 
121,755,000 


39,747,000 


6,960,000 
358,000 


110 
11,107,000 
346 


5.967¢ 
$66.49 
$32.83 


24.375¢ 
21.375¢ 
12.000c 
11.800c 
10.500c 
10.000c 
24.000c 
92.250c 


97.29 
95.92 
102.63 
99.68 
96.07 
66.65 
91.48 
97.78 
98.88 


236.799 
256,970 

82 
382,210 


110.09 


1,363,880 

276,600 
1,033,670 
1,310,270 


353,280 

37,900 
344,620 
382,520 


434,200 

75,990 
490,260 
566,250 


2,151,360 


1,162,232 
$50,336,445 


1,012,454 
16,078 
996,376 
$43,040,716 


279,890 
408,370 


601,260 
10,726,790 
11,328,050 


119.5 

98.2 
111.4 
110.2 
125.7 


Year 
Ago 
86.4 


2,212,000 


7,433,815 
8,050,000 
26,019,000 
2,080,000 
12,772,000 
8,370,000 


197,402,000 
21,907,000 
82,260,000 
38,745,000 


723,317 
614,772 


$357,673,000 
123,455,000 
234,218,000 
168,020,000 
66,198,000 


9,602 000 
479,000 


143 | 


11,519,000 
264 


5.670c 
$64.56 
$45.83 


30.950c 
29.775¢ 
15.500c 
15.300c 
12.000c 
11.500c 
25.000c 
98.000c 


89.69 
95.77 
100.16 
98.73 
96.23 


88.40 | 


93.97 
96.23 
97.00 


3.36 
4.02 
3.74 
3.83 
3.99 
4.53 
4.14 
399 
3.94 


412.3 | 


257.884 
291,074 

95 
456,700 


110.44 


1,694,880 | 


330,700 
1,400,690 
1,731,390 


392,230 
34,300 
427,860. 
462, 160 


594,739 
139,650 
886,548 
1,026,198 


2,681,849 


1,474,328 
$74,561,794 


1,303,949 
14,109 
1,289,840 
$66,219,250 


354,640 


364,640 
518,200 


657,060 
13,275,630 
13,932,690 


117.2 
89.7 
105.0 
90.8 
125.3 


$Based on new annual capacity of 140,742,570 tons 


¢Prime Western Zinc sold on delivered basis at center 


s where freight from East St. 


TNumber of orders not reported since introduction of 
Louis exceeds 





METAL PRICES (FE. & M. 








AMERICAN GAS ASSOCIATION—For month of 
Maren: 

Total gas sales (M therms)__-.--___- 
Natural gas sales (M therms)____-- 
Manutactured ges sales (M therms )- 
Mixed gas sales iM therms)___.____-___ 


AMERICAN IRON AND STEEL INSTITUTE: 

Steel ingots and steel for castings produced 
(net tons)—Month of April.___--_---_ 
Shipments of steel products (net tons)— 
EES EE Es < Vo 


AMERICAN PETROLEUM INSTITUTE—Month 
of February: 
Total domestic production (barrels of 42 gal- 
Sms -O0608) — ....<.<.- ‘ - 
Domestic crude oil output (barrels) ---__ _ 
Natural gasoline output (barrels) ______- 
Benzol output (barrels)_._....______ 
Crude oil imports (hbarrels)___.__________--_ 
Refined product imports (barrels)__- 
Indicated consumption domestic and export 
(barrels) —__ deeds 
Decrease #1] stock “(barrels) — 


AMERICAN TRUCKING ASSOC IATIONS, INC. 
Month of March: 

Intercity general freight 
carriers (‘in tons) 


AMERICAN ZINC INSTITUTE, INC.—Month of 
April: 
Slab zinc smelter output 
2,060 pounds) 
Shipments (tons of 2,000 pounds ) 
Stocks at end of period (tons) 


COAL OUTPUT (BUREAU OF MINES) 
of April: 

Bituminous coal and lignite 

Pennsylvania anthracite 


transported by 366 


all grades (tons of 


Month 


(net tons) 
(net tons: 


COKE (BUREAU OF MINES)—Month of Mar.: 
Production ‘net tons) YW 
Oven coke (net tons) 
Beehive coke (net tons) 


Oven coke stock at end of month (net tons) 


J. QUOTATIONS) — 
April 
Copper— 
Domestic refinery 
Export refinery 
*+London, prompt 
*+Three months, 
Lead— 
Common, 
Common, East St. 
**London, prompt 3 
*+*#Three months, London (per long ton)- 
Zinc, (per pound)—East St. Louis______-- 
s3Zinc, prime Western, delivered (per pound) 
**Zinc, London, prompt (per long ton) -- 
**Zinc, London, three months (per long ton )-_- 
Silver and Sterling Exchange— 
Silver, New York (per ounce )- 
Silver, London (per ounce) - 
Sterling Exchange (check)_ ---_~_- 
Tin, New York Straits__- oaaeinas 


(per pound). 

(per pound)-_ 

(per long ton)__ 
London (per long ton) - 
New York (per pound)-—-_ 
Louis (per pa 
(per long ton)_- 


Goki (per ounce, U. S. price ). , 
Quicksilver (per flask of 76 pounds )_-- 
‘Antimony, New York hexed_____ ---- 
Antimony (per pound), bulk Laredo = 
Antimony (per pound), boxed Laredo 
Platinum, refined (per ounce) _ 
*Cadmium, refined. (per pound)._.-_ ~~. 


tCadmium {per pound )___ wey. 
SCaGmeem -tper ~peuwe) ~~ =. ...<. 5... 
Cobalt, 97° grade_.._-- 


Aluminum, 99‘, grade ingot " weighted aver- 
age (per es st MP a — nloning 
Aluminum, 99%, grade primary pée..--- 


Magnesium ingot \. £2 Po 
**Nickel —.. cu inanntiegtierateneiren enna 
Bismuth (per pound) a a Se eee 


MOTOR VEHICLE FACTORY SALES FROM 
PLANTS IN U. S.—AUTOMOBILE MANU- 
FACTURERS’ ASSN.—Month of — 


Total number of vehicles_____--- dhbiieal 
Number of passenger cars____..-----~-- 
Number of motor trucks__------ i 


Number of motor coaches___-_-~- 


PORTLAND CEMENT (BUREAU OF M 
Month of March: 
Production (barrels) . 
Shipments from mills (barrels) - an 
Stocks (at end of month—hbarrels)_--_-- 
Capacity used (per cent)--_ Spancpnlgnaanigndgerd 


RAILROAD EARNINGS CLASS I ROADS (AS- 
SOCIATION OF AMERICAN RRs.)—Month 
of March: 

Total operating revenues___- 
‘Seen. Operaums GRPONss.... ..nnacsqnes----- 
ee steer 2) 
Net railway operating income before charges 
Net income after charges (estimated)____- 


RUBBER MANUFACTURERS ASSOCIATION, 
INC. — Month of March: 
Passenger Tires (Number of)— 
Shipments 
Production 
Inventory 
Truck and Bus Tires 
Shipments 
Production 
Inventory 
Tractor-Implement Tires. (Number 
Shipments 
Production 
Inventory 
Passenger, Motorcy cle, “Truck and ‘Bus “Inner 
Tubes (Number of)— 
Shipments 
Production 
a en 
Tread Rubber (Camelback)— 
Ghipments .«pounds) .............................-- 
pO EC EASY. ee ee oe 
Inventory (pounds) 
ZINC OXIDE (BUREAU 
of March: 
Production (short tens) _..--...----.-- ieenions 
Giigmnette ‘(btnes poms) ........-—;.......-- 
Stocks at end of month: (short tons). .---- 
*Revised figure. ?tBased on the producers’ 
producers’ and platers’ quotations. 


INES)— 


is Tires (Number of)— 


of)— 


OF MINES)—Month 


quotation. 


Latest 
Month 


8,346,100 
8,034,700 
27,200 
284,200 


213,372,000 
190,651,000 
22,697,000 


24,000 


23,232,000 
20,601,000 


294,271,000 
37,066,000 


29,630,000 


— 


,953,000 


4,340,634 
4,301,831 

38,803 
478,465 


w 


12.000c 
11.800c 
£72.869 
£73.016 
10.000c 
10.500c 
£62.375 
£62.578 


88.625c 
76.044d 
52.81706 
92.957¢ 
$35.000 
$231.077 
32.590c 
29.000c 
29.500c 
$72.000 
$1.55000 
£1.55000 
$1.55000 
$2.00000 


26.100c 
24.000c 
35.250c 
74.000c 


$2.25 


$767,554,559 
623,581,702 
74,267,571 
43,704,298 


24,100,000 


3,620,561 
6,568,545 
19,786,283 


922,688 
,003,984 
,659,257 


wr 


353,325 
325,152 
742,884 


"Domestic five tons or more but less than carload lot boxed. 


from East St. Louis exceeds 0.5c. 


Previous 
Month 


8,749,300 
8,409 400 
27,400 
312,500 


*6,254,622 
4,262,935 


238,052,000 
212,810,000 
25,227,000 
31,747,000 
*24.578,000 


*319,396,000 
25,019,000 


4,177,530 


31,800,000 
*1,501,000 


*4,078,728 
4,041,122 
*37,606 
3,347,045 


24.018¢ 
20.738¢ 
£170.137 
£171.220 


13.000c 
12.800c 
£74.7869 
£74.563 
10.000¢ 
10.500¢ 

£63.488 
£63.557 


88.625c 
76.429d 
$2.81540 
94.514c 
$35.000 
231.692 
32.590c 
29:000¢ 
29.500c 
$72.154 
$1.55000 
$1.55000 
$1.55000 
2.00000 


28.100c 
26.000¢ 
35.250c 
74.000¢ 


$2.25 


430,095 
357,466 
72,289 
340 


14,144,000 
10,944 0 
*36,382,000 

50 


$692,782,401 
599,436,253 
60,447,833 
8,897.266 
££9,000,000 


5,832,701 
6,319,968 
19,819,951 


904,038 
993,784 
3,572,372 


310,407 
283,170 
760,923 


*3,295,764 
3,443,870 
*6,982,661 


*30,515,000 
32,588,600 
*26,837,000 


11,804 
11,058 
31,054 


Year 
Ago 


7,592,400 
7,333,000 


25,300 
234,100 


9,814,780 
7,821,616 


38, 722,000 
215,006,000 
23,682,000 


34,000 


22,119,000 
18,196,000 


291,565,000 
12,528,000 


4.818.269 


96,506 
80,332 
105,531 


42,006,000 
2,048,060 


6,895,077 
6,631,662 


263,415 


2,108,147 


31.519¢ 
29.775c 
£241.956 


£242.788 


16.000c 
15.800e 
£111.872 
£111.703 
13.500s 
14.000c 
£98.375 
£94.669 


91.375c 
79.869d 
$2.78885 
99.452¢ 
$35.000 
$255.000 
36.590c 
33.000c 
33:500c 
$92 .692 
$1.70000 
$1.70000 
$1.70000 
$2.00000 


27.100c 
25.000c 
35.250¢ 
74.000c 


$225 


54,651 
549,744 
104,633 

474 


22,642,000 
20 551 00 
34,277,000 


76 


$904,561,622 
690,733,978 
100,406,966 
90019.081 
71,000,000 


- 8,006,608 
$8,630,008 
18,067,612 


$1,107,082 
+1,135,649 
3,675,082 


349.7 os 
318,37 
758.492 


3,397,399 
3,821,887 
6,539,561 


31,288,000 
30,530,000 
90,713,000 


16,939 
15,451 
29,877 


tBased on the average of the 
SAverage of quotation on _Special shares to plater. 


$Delivered where freight 


**F_o.b. Fort Colburne U. 8. an included. ttAverage 


of eaily mean and bid and ask quotation et morning session of London Metal Exchange 
Deficit. 
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Gulf States Utilities 
Common Stk. Offered 


Public offering of 240,000 shares 
of Gulf States Utilities Co. com- 
mon stock at a price of $43.12'+ 





Now With Sutro Bros. 


(Special to Taz FrNaNcIAL CHRONICLE) 


MIAMI BEACH, Fla. — Robert 
A. Barsily has become connected 
with Sutro Bros. & Co., 1048 Kane 


Concourse, Bay Harbour Islands. 


per share was made on May 20 by He was formerly with Merrill 


an underwriting syndicate joint- 
ly managed by Merrill Lynch, 
Pierce, Fenner & Smith and Leh- 
man Brothers. 

-_Net proceeds from the sale of 
the additional common shares, to- 
gether with funds from the sale 
of $20,000,000 of 4% first mort- 
Zage bonds, will be used by the 
company to pay off $16,000,000 
short-term notes due Sept. 23, 
1958, issued to finance construc- | 
tion, and to provide funds to carry | 
forward the company’s construc- | 
tion program and other corpor ate | 
purposes. 

Guif States Utilities is somnunt| 
in the business of generating, dis- | 
tributing and selling electric en- | 
ergy in an area in southeastern | 
Texas and south central Louisiana. | 
The company’s electric system is | 
interconnected and maintains ad- | 
ditional intereonnections for the | 
exchange of power with other | 





utilities. Electric energy is sold at | 
retail in 288 communities within | 


their territory. The company also 
conducts a steam products busi- 
ness and sells natural gas iin the 
Baton Rouge, Louisiana, area. 

For the 12 months ending Feb. 
28, 1958, the company had total 
operating revenues of $62,954,085 
and net income of $11,724,675, 
equivalent to $2.25 per common 
share. 


DIVIDEND NOTICES 








Allegheny Ludium Steel Corporation 


Pittsburgh, Penna. 


of the Board of Directors 
lum Steel Corporation held 
today, May 15th, 1958, a 
cividend of fifty cents (50c) 
per share was declared on 
the Common Stock of the 
Corporation, payable June 
30, 1958, to Common stock- 
holders of record at the 


a meeting 


At 
of Allegheny Lud 


clo of b ess om June 13, 1958. 
S. A. McCASKEY, JR. 
Secretary 














The Board of Directors of 


Ty fy CONSOLIDATION 
—— Lv oe COAL 
COMPANY 


at a meeting held today, declared a quar- 
terly dividend of 30 cents per share on 
the Common Stock-of the Company, pay- 
- able on June 12, 1958, to shareholders 
of record at the close of business on 
May 29, 1958. Checks will be mailed. 
JouHN CORCORAN, 
Vice-President & Secretary 


May 19, 1958. 
Bie iw) pit vl '0< 


= me LO 


Dividend No. 113 
_ 113 of Fifty 


> Common 


—_— 
— 


ue. 


‘ u 
eae “Ts of rec cord june 
M. B. LOEB, 


2r ee N Y. 


= oaeeen 





BRIGGS & STRATTON 
CORPORATION 


Sie Ming. 3 
——— (Bricés & STRATTON) 
— 











DIVIDEND 


Board of Directors has declared a 


q terly divident? of thirty-five cents (35c) 
per share on the capital stock ($3 par 
value) of the COorporation, payable June 
16, 1958, to stockholders of record June 
2, 1958 

L. G. REGNER, Secretary-Treasurer. 
Mi kee, Wiz. 
May 20, 1958 


Lynch, Pierce, Fenner & Beane. 


Forms Broccardo Secs. 


(Special to Tur FINANCIAL CHRONICLE) 
KINCAID, Ill.—Raymond Broc- 
cardo is engaging in a securities 
business from offices here under 
the firm name of Broccardo Se- 
curities and Investment Co. 





DIVIDEND NOTICES 


. The Commercial and Financial Chronicle 








With E. F. Hutton 


(Special to THe FINANCIAL CHRONICLE) 
ATLANTA, Ga.—Lewis W. Bar- 
ron is now affiliated with E. F. 
Hutton & Company, Trust Com- 
pany of Georgia Building. 


Joins Weltner Staff 


KANSAS CITY, Mo. — Harry 
Vollrath Jr. has joined the staff 
of A. E. Weltner & Co., Inc., 21 
West 10th Street. 


L. G. Mason Opens 


ATLANTA, Ga.—Lion G. Mason 
has opened offices at 1269 Spring 
Street, N. W., to engage in a secu- 
rities business. 


With Cruttenden, Podesta 


(Special to Tae Financia, CHRONICLE) 


MILWAUKEE, Wis.—Frederick 
W. Reinemann is with Cruttenden, 
Podesta & Co., First Wisconsin 
National Bank Building. 





DIVIDEND NOTICES 


DIVIDEND NOTICES 
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CITY INVESTING COMPANY 
25 Broad Street, New York 4, N. Y. 
The Board of Directors of this company on 
May - 15, 1958, declared the _ regular 
quarterly dividend of $1.375 per share on 
Ne outstanding 512° Series Cumulative 
Preferred Stock of the company, payable 
July 1, 1958, to stockholders of record at 

the close of business on June 20, 1958. 
JOHN A. KENNEDY, 
Vice President and Secretary 




















E.1.pu PONT DE NEMOURS & COMPANY 


Oh6.y. 5. rat ort 
Wilmington, Del., May 19, 1958 


The Board of Directors has declared this 
day regular quarterly dividends of $1.121/2 
a share on the Preferred Stock—$4.50 
Series and 871/2¢ a share on the Pre- 
ferred Stock—$3.50 Series, both pay- 
able July 25, 1958, to stockholders of 
record at the close of business on July 
10, 1958; also $1.50 a share on the 
Common Stock as the second quarterly 
interim dividend for 1958, payable June 
14, 1958, to stockholders of record at 
the close of business on May 26, 1958. 


P. S. pu Pont, 3RD, Secretary 


—® 


Diamond 
Chemicals 


Regular Quarterly 
Dividend on Common Stock 


The Directors of Diamond Alkali 
Company have on May 15, 1958 
declared a regular quarterly 
dividend of 45 cents per share, 
payable June 10, 1958 to hold- 
ers of common capital stock of 
record May 27, 1958. 

DONALD S. CARMICHAEL, Secretary 

Cleveland, Ohio « May 16, 1958 


DIAMOND ALKALI COMPANY 


Chemicals you tive by 












































| ——“S¥YANAMID_—> 
AMERICAN 
CYANAMID 
COMPANY 


PREFERRED DIVIDEND 


The Board of Directors of Amer- 
ican Cyanamid Company today 
declared a quarterly dividend of 
éighty-seven and one-half cents 
(87 42¢) per share on the outstand- 
ing 





shares of the Company's 
312% Cumulative Preferred Stock, 
Series D, payable July 1, 1958, 
to the holders of such stock of 


record at the close of business 
June 2, 1958. 
COMMON DIVIDEND 


The Board of Directors of Amer- 
fecan Cyanamid Company today 
declared a quarterly dividend of 
forty cents (40¢) per share on 
the outstanding shares of the 
Common Stock of the Company, 
payable June 27, 1958, to the 
holders of such stock of record 
at the close of business June 2, | 
1958. 


R. 8. KYLE, Secretary 
New York, May 20, 1958. 









































The Directors of International 
Harvester Company have declared 
quarterly dividend No. 173 of fifty 
cents (50¢) per share on the common 
stock, payable July 15, 1958, to 
stockholders of record at the close 
of business on June 13, 1958. 


GERARD J. EGER, Secretary 





Sst ste sey 


KENNECOTT COPPER 
CORPORATION 


161 East 42d Street, NewYork, N.Y. 
May 16, 1958 


At the meeting of the Board of 
Directors of Kennecott Copper Cor- 
poration held today, a cash dis- 
tribution of $1.50 per share was 
declared, payable on June 23, 
1958, to stockholders of record at 
the close of business on May 29, 
1958. 











PAUL B. JESSUP, Secretary 
= SSS) 5)5)>)—>)—>)—>)—) 





NATIONAL 


BATTERIES, INC. 





Manufacturers of a complete line 
of automotive and industrial 
storage batteries. 


A REGULAR 


QUARTERLY DIVIDEND 


of 50c per share 

on Common Stock, 

was declared by the 
Board of Directors on 
April 14,1958 payable 
June 14, 1958 to 
stockholders of record 
on June 3, 1958. 


A. H. DAGGETT 
PRESIDENT 





DIVIDEND NOTICE 


FLORIDA POWER & LIGHT 


COMPANY 
MIAMI, FLORIDA 


A quarterly dividend of 38c per share 
has been declared on the Common 
Stock of the Company . . . payable 
June 24, to stockholders of record at 
the close of businesson May 29, 1958. 
R.H. FITE 
President 





Matchless 
summer 


Lod 


I nn” 
= 
—_—— y— 


Unlimited opportunities for 
industrial expansion, too! 







TEXAS GULF SULPHUR COMPANY 


The Board of Directors has declared a 
Seon of 25 cents per share on the 

10,020,000 shares of the Company's cap- 
ital stock outstanding and entitled to re- 
ceive dividends, —_ June 16, 1958, 
to stockholders of record at the close of 
business May 26, 1958. 


E. F. VANDERSTUCKEN, JR., 


Secretary. 








~\ 


UTILITIES 
COMPANY 





DIVIDEND NOTICE 


The Board of Directors today 
declared a dividend of 40 cents 
per share on the Common Stock 
of the Company, payable July 
1, 1958 to stockholders of rec- 
ord at the close of business 
June 2, 1958. 


\ May 16, 1958 


D. W. JACK 
Secretary 


+ 

















MERCK & CO., Inc. 


RAHWAY, N. J. 


Quarterly dividends 
of 30¢ a share on 
the common stock, 
8742¢ a share on 
the $3.50 cumulative preferred 
stock, and $1.00 a share on the 
$4.00 convertible second pre- 
ferred stock, have been de- 
clared, payable on July 1, 1958, 
to stockholders of record at 
the close of business June 13, 
1958. 





CARL M. ANDERSON, 
May 20, 1958 Secretary 




















Public Service Electric 
and Gas Company 


NEWARK.N. J. 





QUARTERLY DIVIDENDS 


The Board of Directors has de- 
clared the following dividends 
for the quarter ending dune 


30, 1958: 


Class of Dividend 
£ie® Per Share 


4.08% Cumul tive Preferred . .$1.02 
4.18% Cumulative Preferred .. 1.045 
4.30% Cumulative Preferred .. 1.075 
5.05% Cumulative Preferred . . 1.2625 

$1.40 Dividend Preference .. .35 

GOING ccccccccce AD 


All dividends are payable on or 
before June 30, 1958 to stock- 
holders of record May 29, 1958. 


F. Mitton LuDLOW 
Secretary 








PUBLIC SERVICE 





cz 




















CROSSROADS OF THE EAST 











(2327) 42 









With Crowell, Weedon 


(Special to THe Frvancta, CHrontene) 


LOS ANGELES, Calif.—S. Dale 
Stewart has joined the staff of 


Crowell, Weedon & Go., 650 South 
Spring Street, members of the Pa« 
cific Coast Stock Exchange. 














































DIVIDEND NOTICES 





TWENTIETH CENTURY- 


FOX FILM CORPORATION 


A quarterly cash dividend of $.40 per 
share on the outstanding Common Stock 
of this Corporation has been declared 
payable June 28, 1958 to sto¢kholders 
of record at the close of business on 
June 13, 1958. 


DONALD A, HENDERSON, 
Treasurer. 














UNITED CARBON 
COMPANY 


CHARLESTON, 
WEST VIRGINIA 


DIVIDEND NnoTICce 


A quarterly dividend of fifty 
(50¢) cents per share has been 
declared on the Common 
Stock of this Company, pay- 
able June 10, 1958, to stock- 
holders of record at close of 
business on May 27, 1958. 


C. H. McHENRY 
Secretary 


























Southern California 
Edison Company 









DIVIDENDS 
The Board of Directors has 
authorized the payment of 
the following quarterly divi- 
s: 










ORIGINAL PREFERRED STOCK 
Dividend No. 196 
60 cents per share; 









CUMULATIVE PREFERRED STOCK, 
4.32% SERIES 
Dividend No, 45 
27 cents per share. 












The above dividends are pay- 
able June 30, 1958, to stock- 
holders of record June 5, 
Checks will be mailed from 
the Company's office in Los 
Angeles, June 30. 











P.C, HALE, Treasurer 







May 15, 1958 

































Washington... 


Behind -the-Scene Interpretations 
from the Nation’s Capital 





WASHINGTON, D. C.— The 
friendship stock of the United 
States is at its lowest ebb since 
World War II. It has been de- 
Clining gradually for years. Yet 
it took the unwarranted and in- 
excusable attack on Vice-Presi- 
dent Nixon at Caracas. Vene- 
zuela: Lima, Peru, and to a 
Jesser extent at Bogota, Colum- 
bia, ‘o forcibly bring this fact 
to the attention of the people ol 
this country 

The United States world 
over is regarded as the big, rich 
and powerful nation. Peoples 
of other countries think the 
United States is wealthy be- 
cause of the great natural re- 
sources. 

However, those countries 
don’t know and apparently have 
mever been told that the para- 
mount reason for the wealth in 
the United States is hard work. 
Few. Wf any people on earth 
work harder than the people of 
the United States. While it is 
true that labor generally is on 
a five day work week, millions 
of people work 
half and even six days a week. 
Thus. hard work and develop- 
ment of the natural resources 
Have created wealth. 

Because of this wealth, the 
United States has been able to 
provide many billions of for- 
eign assistance since 1946. I 
has Leen the hard work of the 
taxpeyvers of this country that 
has been able to supply the for- 


the 


@€ign aid to some _ countries 
whose people work less than 
the wverage United States cit- 
izen. 


Here in the Nations Capital 


only members of Congress who 
are extreinely partisan in their 
politics were critical of Vice- 
President Nixon. Perhaps ans 
fair-;iinded Congressman, be 


he Democrat oi Republican, will 
tell ,.ou that roost of his con- 
Stituents who have been heard 
from. are proud of the states- 
man-like behavior of the Vice- 
President during the terrible 
ordeals he and Mrs. Nixon en- 
countered by groups of Com- 
munists and ruffians in Vene- 
zuela and Peru. 

The Vice-President and the 
couregeous Mrs. Nixon added 
lustre and dignity to the United 


States despite the fact their 
fives were in jeopardy. This 
country lost nothing by their 
behavior in the face of the 


indignities thrust upon the Na- 
tio: a No. 2 couple 


Milton Lisenhower's Trip 

The Central and South Amer- 
ican visit of the President's 
brother, Dr. Milton Eisenhower, 
who is President of Johns Hop- 
kins University, will probably 
be lo iger than the 18-day visit 


of the Nixons. President Eisen- 
hower last visited Latin Amer- 
fea in 1956 when he attended 


the Western Hemisphere Con- 
ference at Panama. This con- 
ference was ‘attended’ by the 
greatest number of heads of 
State in the. world’s history. 
Some 18 Presidents were in at- 
tendance. There the President 
was given two thunderous ova- 


tions as he rode through the 
thronged streets ot Panama 
City. He was the only chief of 
state to ride in an open-topped 
auter.odile. 


Dr. Eisenhower is planning a 
trip in June. He will represent 
the President on a visit to sev- 
eral countries. ‘There is no in- 
tentic ot the White House 
calli off D Eisenhower's 


five and one-— 


And You 


visit as a result of the recep- 


tion given the Nixons, The 
United States is Latin Amer- 
ica’s best customer, and Latin 


America is our best customer 


in trade relations. 


Nixon's Views 

The Vice-President has al- 
ready made a partial report of 
his visit to South America to 
the President and the Secretary 
of State. He was to make a for- 
mal report during the weeks. 
No radical changes in United 
States policies are to be pro- 
posed, There were reports that 
he expected to recommend that 
the U. S. information program 
be overhauled. The masses ol 
the population in South Amer- 
ican countries do not get the 
truth about this country’s pol- 
icies, it seems. He will also 
recommend a few changes in 
personnel in the U. S. embassy 
staffs. 

Mr. Nixon is convinced that 
Latin American countries should 
do more for themselves, but at 
the same time he wants to con- 
tinue helping those countries 
through United States loans. He 
believes South America is un- 
dergoing a profound economic 
and social revolution. The Com- 
munists have had a lot to do 
in spurring on the revolution, 
particu‘arly among the stud- 
ents, intellectuals and laboring 
class. 


Communists Effective 


Russell Brines, the editor of 
the Copley news service, and 
formerly a Washington  cor- 


respondent of the Associated 
Press, Who accompanied the 
Vice-President on the Latin 


American tour, says the prop- 
aganda of the communists has 
been effective across a wide 
section of Latin life. 

“United States diplomats, 
however, have confined the ac- 
tivities and contacts,” he said, 
“jargely to the cultured elite 
political and business leaders 
—who themselves often-are un- 
aware of the deep pressure 
building around them. 

“Mr. Nixon believes his pres- 
ence has served as a lighning 
rod, attracting all the real and 


bogus animosities against the 
United States, created by the 
broad revolution, by United 
States policies, by economic 


troubles and by communist agi- 
tation. 


“The most important issue, in 
his view, is the emotional hatred 
of dictators among people whe 
have overthrown them in evers 
country except Paraguay and 
the belief that the United States 
has supported them.” 


Good Purpose 

Tor several years now reports 
have been coming out of Latin 
America that the United States 
was not paying enough attention 
to our neighbors to the South. 
The historie trip of the Nixons 
probably served a good purpose 
to. the people of North America 
and. South America. 

Upon returning to Washington 
the Vice-President was given 
his greatést acclaim. The tre- 
mendous welcome was not tor 
Mr. Nixon as a Republican, but 
as a citizen and as a representa- 
tive of the United States. Cer- 
tainly has statesman-life actions 
turther enhanced his chances for 
the Republican Presidential 
nomination in 1960. 

The spotlight was on the Vice- 

President so sharply that some 
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“First of all, Miss, my name is T. J. Twits—not Mr. 
Reg Rep.’’ 


wags on Capitol Hill were say- 


ing that Senator John F. Ken- 
nedy of Massachusetts, the 
Democratic presidential aspi- 


rant, should insist on equal time 
in Lima and Caracas. 


United States investors each 
year are pouring millions and 
millions of dollars into Latin 


America in developing the re- 
sources of those countries. The 
United States Government ree- 
ommends that its citizens and 
companies insist upen local cap- 
ital being invested along with 
their money. Local capital par- 
ticipation means greater likeli- 
hood of success of the invest- 
ments. Such an investment 
policy is regarded as sound for 
any country. 


Canadians Complain 
While the Vice-President and 


Mis. Nixon were being mis- 
treated in Venezuela and Peru, 
some Canadian sources cou- 


tinued to blame Washington for 
some of the Canadian economic 


ills, particularly U. S. tariffs. 
Citizens of the United States, 
meanwhile, are continuing to 


invest billions of dellars in Ca- 
nadian industries. 

From the American tourist 
alone, Canada reaps a tremend- 
ous harvest of many millions of 
dollars each year. The Ottawa 
“Journal” recently made a self- 
appraisal of the Canadian situ- 
ation and the neighborly policy 
of that country with the United 
States. ‘The “Journal” in a very 


frank editorial said in effect 
Canadians should stop their 
“belly-aching.” 

“ . . . Americans are only 


doing what Canadians and all 





other nations have been doing 
all through history; namely try- 
ing to put first their own in- 
terests. After all, Canada has 
quotes, and Canada has tariifs— 
tariffs which she uses against 
her own commonwealth vpart- 
ners. And what wild enthusiasm 
did Canadians show when a few 
months ago, one of their Mother 
countries, Britain, came to them 
with an offer of free trade. 

“We complain—at least a lot 
of us do—that Americans don't 
buy our nickel, aluminum, lead 
and zine when Americans don’t 
happen to need them.. Do other 
countries, including Canada, 
keep on importing things when 
they don’t happen to need them? 
And does it ever occur to us 
that had it not been for Ameri- 
can capital in the first place we 
might not today have much 
aluminum or zine or lead to ex- 
port to anybody anywhere? 

“Americans are not perfect: 
they hardly pretend to be; and 
sometimes their Congress and 
their Mr. Dulles leave us mad 
But aren’t we Canadians in dan- 
ger of getting to the point of 
blaming all our troubles on 
Americans; or thinking that al- 
most everything that goes awry 
in this country is the fault of 
somebody in Washington? 

“In fact, are we not in danger 
of losing all sense of propor- 
tion—becoming in the process a 
sort of humorless crybaby of 
the Western World?” 


[This column is intended to re- 
flect the “behind the scene” inter- 
pretat.on from the nation’s Capital 
and mayor may not coincide witir 
the “Chronicle’s” own views.] 
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Business 
Man’s 


Bookshelf 


Budgeting Your Car — Cyrus A. 
Martin — Public Affairs Press, 
419 New Jersey Avenue, S. E., 
Washington 3, D. C. (paper), 
$1.00. 

Business Planning for Economic 
Stability —Henry Thomassen— 
Public Affairs Press, 419 New 
Jersey Avenue, S. E.. Washing- 
ton 3, D. C. (cloth), $2.00. 

Carolina Economy — A Resource 
Chartbook to the Future—Bu- 
reau of Business and Economic 
Research, University of South 
Carolina, Columbia,*S. C., $1.00. 

Construction Review — A Statis- 
tical Supplement—U. S. Depart- 
ment of Labor, Bureau of Labor 
Statistics, 341 Ninth Avenue, 
New York 1, N. Y.,-55¢. 

Economic Comparison—U. S. A.- 
U. S. S. R.—National Industrial 
Conference Board, 460 Park 
Avenue, New York 22, N. Y., 
(paper), $1.50. 

Essentials of Accounting—William 
A. Paton and Robert L. Dixon— 
The Macmillan Company, 60 
Vifth Ave., New York 11, N.Y. 
—cloth—$7.50. 

Florida’s Fabulous Cooperative 
Apartment Boom—Cecil M. Self 
and H. R. McGrath — Florida 
Publications, P. O. Box 2023, Ft. 
Lauderdale, Fla., (paper), $2.00. 

Highlights of Foreign Policy De- 
velopments: 1957 — Department 
of State Publication 6631—Su- 
perintendent of Documents, U.S. 
Government Printing Office, 
Washington 25, D. C.—paper— 
20c. 

Loans at Work—lIllustrated bro- 
chure — International Bank for 
Reconstruction and Develop- 
ment, 1818 H Street, N. W., 
Washington 25, D. C.—paper— 
on request. 


Model Municipal Revenue Bond 
Law—Sixth in a series of model 
fiscal laws—National Municipal 
League, 47 East 68th Street, 
New York 21, N. Y. (paper), $1. 


Ordeal of Woodrow Wilson—Her- 
bert Hoover—McGraw-Hill Book 
Co., Inc., 330 West 42nd Street, 
New York 36, N. Y.—paper— 
$6. 

Profits with Puts and Calls—Pau! 
Sarnoff —H. K. Simon Co., 48 
Fifth Avenue, Pelham, N. Y. 
(paper), $1.95. 


Savings and Loan Associations in 
the State of Illinois—Elbert S. 
Smith, Auditor of Public Ac- 
counts, State Capitol, Spring- 
field, [ll. (paper). 


What the Businessman Should 
Know About Federal Taxes and 
Foreign Investments—Stanley I. 
Posner and Herbert J. Allan— 
Public Affairs Press, 419 New 
Jersey Avenue, S. E., Washing- 
ton 3, D. C. (paper) -50c. 











































































































































TRADING MARKETS 


American Cement 
Botany Mills 
A. S. Campbell Co. Com, 
Fashion Park 
Indian Head-Mills 
United States Envelope 
Morgan Engineering 
National Co. 
Flagg Utica 


LERNER & CO. | 


Investment Securities i 
18 Post Office Square, Besten 9, Mass. ; 


Telephone Teletype 
HUbbard 2-1990 BS¢o 
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